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CAPITALISM: THE RECORD AND THE CHALLENGE 


J THESE swiftly changing times, one 
constant factor stands forth to challenge 
all businessmen. This is the factor of 
restlessness—the restlessness caused by 
men’s determination to better themselves. 
We see it among societies which have 
known relative prosperity. We see it 
among long-slumbering peoples of the 
earth who clearly are shaking themselves 
awake. A better life is to them no idle 
dream about which nothing can be done. 
The Soviets, we know, are promising a 
tter life to them daily. Our free socie- 
must counter these promises of the 
wiets by deeds rather than words. This 
the challenge we must meet success- 
ly if we are to continue to have the 
d of society in which we as business 
nm can share a position of dignity. 
Any objective appraisal of the world 
1 lead to the judgment that in no coun- 
is capitalism more secure than it is 
the United States. Wealth is produced 
ata faster rate in America than in other 
of the world; the United States has 
a-larger aggregation of capital; and a 
ter number of people are better off 
than elsewhere in the world. 
mt might be worthwhile, therefore, to 
inguire into the reasons for the relatively 
lid position of the capitalistic society 
lat is the United States. Certainly the 
ence of thousands of miles of water 
either edge of our country is part of 
fy honest answer. The whole answer, 
however, runs far beyond the accident of 
these wide boundaries. An answer which 
comes much nearer the mark might run 
something like this: 
First, capitalism as practiced in the 


United States has demonstrated a con- 
tinuing and expanding capacity to pro- 
duce wealth. Proof of this capacity is the 
fact that approximately one-third of all 
the world’s goods are produced in the 
United States and almost half of the 
globe’s manufactured goods, even though 
we haven't one-third of the people—or 
one-third of the land area—or one-third 
of the natural resources. In fact, we have 
approximately one-fifteenth of the world’s 
natural resources. What we do have is 
much higher productivity—that is, great- 
er output per man-hour. U. S. output 
per capita is about two and a half times 
European output per capita. This is no 
reflection whatever on European work- 
ers. The fact of the matter is that each 
American worker has approximately two 
and a half times more horsepower behind 
him—two and a half times more mechani- 
cal muscle helping him—than his Euro- 
pean counterpart. This advantage came 
entirely in the last 50 years. In 1900, as 
nearly as can be determined, Europe and 
the United States were on equal footing 
as far as horsepower was concerned. 

Second, this constantly expanding 
wealth is being distributed with reason- 
able fairness throughout the population. 
Productivity has given us an opportunity 
to make capitalists out of millions of our 
citizens. 

In 1949, 26 per cent of all U. S. wage- 
earners received $3,000 or more in wages 
and salaries. But 10 years before, in 
1939, only 15 per cent of U. S. wage- 
earners received an income of equal pur- 
chasing power—a significant increase in a 
decade. No dependable figures are avail- 
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able as to the shift that has taken place 
between 1900 and 1950. But in each dec- 
ade an increasing percentage of the total 
wealth produced has gone to the lower- 
income group. 

There is, of course, the other side of 
this coin. The top income group in Ameri- 
ca has, in the five decades between 1900 
and 1950, received a sharply declining 
percentage of the total wealth produced. 
The spread between the income of the 
president of a corporation and the low- 
est-paid worker has become quite modest. 

As a result, we have become a nation 
in which, from a material standpoint, 
class distinctions are no longer of much 
significance. As a matter of fact, in a 
survey conducted quite recently by For- 
tune, in which the question was asked, 
“What class do you belong to?” the re- 
sult was an affirmation by almost 90 per 
cent of those questioned that they belong 
to the middle class. 

Third, American capitalism has taken 
on a new quality, one described more and 
more as the “social consciousness of Busi- 
ness.” An appraisal of what has happen- 
ed since 1900 in the United States reveals 
that a miracle has taken place insofar as 
material progress of the individual is con- 
cerned. In 1900 America offered about 
27 million jobs—only fair jobs—to a na- 
tion of 75 million people. In 1950 there 
were 62 million jobs available to 150 mil- 
lion people, and they were infinitely bet- 
ter jobs, too. Real wages of factory work- 
ers have more than doubled; insurance, 
retirement, medical plans for workers 
have gained general acceptance; and hours 
of work have been shortened from 60 to 
40 hours a week. 

On the question of intellectual oppor- 


tunity for the individual, a miracle has 
taken place here too. At the end of the last 
century, only 7 per cent of all children 
in the United States of high school age 
were still in school. By 1950 the total had 
increased to 80 per cent. In 1900 we had 
7,200 college and university professors. 
Today we have more than 10 times that 
number—more than 72,000. Since the 
turn of the century, the number of our 
college graduates has increased six times 
as fast as the population. 

With regard to opportunity for spirit- 
ual progress, we have also gone forward. 
There has been an abatement in hypocrisy 
and a lessening of prejudice and intoler- 
ance in American life. There has been an 
emergence of new and better relationships 
between large groups of people, the de 
velopment of new standards of behavior 
and fresh insights into the interdepend 
ence of all Americans. 

Western Europe, if it wishes to reali 
its economic possibilities, should give ful 
consideration to the three factors that hav 
been fundamental in contributing to the? 
progress of the United States in the las 
half century: heightened productivity, 
more equitable distribution of wealth, and 
a socially-conscious approach to the tasks 
of business. Such factors are established 
and proved means of meeting the upsurg-) 
ing demand of people everywhere for a 
better life. By taking advantage of these} 
methods, the free world can, by perform- 
ance, put in the shade all the glowing 
promises of the Kremlin. In fact, if it 
performs as it can perform, it will be able 
to reverse the classic Marxist slogan and 
say to the distressed and enslaved work- 
ers behind the Curtains: “Arise, you have 
nothing to lose but your chains.” 


—From an address by Pau G. HorrMan before the Council of the 
International Chamber of Commerce, Lisbon, Portugal. 





THE AVERAGE AMERICAN has four times the housing space of the Britisher and 10 


times the space of a Russian. 


—Epwin VENNARD in Edison Electric Bulletin 6/51 
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DOES THE PUBLIC BELIEVE IT? 


One OF THE GREATEST delusions that 
currently makes the rounds is that labor 
leaders have a one-way track to the work- 
ingman’s mind. According to this theory, 
what the union leader says, the worker 
believes. What the business man says, the 
worker disbelieves. 

Thi; is not what the workers themselves 
tell you when you visit them in their 
homes and talk with them. Testing com- 
pany and union publications side by side 
with workers that received both, we found 
32 per cent saying that they can believe 
what they read in the union paper, but 
58 per cent saying they can believe what 
they read in the company publication. 

a study of community reaction in a 
bat electrical manufacturing center dur- 
the course of a strike, we found that 

| per cent of the community residents 
read company ads in the newspapers 

ing the company’s position. We also 
found up to 92 per cent of the employees 
inWolved reading the news of the strike. 
hat is more meaningful, we found high- 

er awareness of what the company had 
tojsay than what the union had to say— 
pr@bably because the company took more 
trduble to get the story out and repeat it. 

Thus the problem of believability can 
belsolved and is being solved when com- 
panies work at it. Also, the potential 

wer of businessmen in inducing public 

fef in what they have to say is prob- 
much greater than most people sup- 


ow, then, does one achieve believabili- 


ty) for business communications? Here 

| five operating conceptions which, in 
the present stage of our understanding, 
are thought to contribute to believability: 

Talk to people and continue talking to 
them. Some years ago, in a study for the 
Oil Industry Information Committee, we 
stumbled across thé conception of the 
“opinion vacuum,” which adds dramatic 
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significance to this point. In one half of 
the sample we asked people, “What is 
your idea of how retail prices of gasoline 
and oil are decided?” Fifty-six per cent 
said they did not know; 31 per cent said 
by competition; 13 per cent said by col- 
lusion. On the other half of the sample 
we asked the question in this way: 
“Which of these statements comes clos- 
est to your idea of how gasoline and oil 
prices are decided: 1) The oil companies 
get together and set prices for their prod- 
ucts. 2) Each company sets prices to 
meet competition.” When the question 
was phrased this way, 57 per cent said 
that the oil companies get together and 
set prices for their products; 31 per cent 
said that each company sets its own pric- 
es to meet competition; only 12 per cent 
said “don’t know.” In other words, when 
people have no definite opinion about a 
subject, an opinion vacuum exists which 
is easily filled by the first plausible idea 
that comes along. 

If our first criterion was talking to 
people, the second criterion must be talk- 
ing with people—getting their views, es- 
tablishing two-way communication. Peo- 
ple have more confidence in affairs in 
which they participate. The whole con- 
ception of consultative management is 
based on this principle. So too is the con- 
ference method of teaching. 

This brings us to the third item of our 
inventory—face-to-face discussion and 
generally what we call “see and feel” 
communication. In the management pyra- 
mids we have examined, the greatest soli- 
darity is present when top management 
meets regularly with foremen, discusses 
the problems of the business, and makes 
foremen feel part of management. This 
principle applies likewise to the rank and 
file. It can be demonstrated that those 
who know the boss are most inclined to 
believe what he says. 
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The fourth item in our inventory of 
believability is the establishment of good 
motives. Believability in public relations 


to accept your proposals on the best 
means for reaching it. 
The fifth and final item of our inven- 


tory of believability is what we might call 
“the aura of dealing fairly.” Confidence 
in a company isn’t established overnight. 
It becomes an aura or atmosphere that 
greatly influences the believability of 
company communications. 


must follow the principle, “Find the in- 
terests of the company publics and show 
them how the company is seeking to sat- 
isfy those interests.” Once people agree 
with you on the goal, they are disposed 


—C.aupe Rosinson (President, Opinion Research Corp.) June, 1951, Commerce, p. 19:4. 


Consider the Crab 


CONSIDER the crab. He can move backward or forward instantly with equal ease. 
That may be why he has survived for so many millions of years. To keep alive 
today, any business may have to move fast—just like the crab. But which way? 

In addition to government stockpiling of steel, copper, zinc, aluminum, and rubber, 
a portion of the nation’s production of these materials is still finding its way into 
the gray market. What's going to happen? Until the situation is somehow cor- 
rected, we will see gray market stockpiling in addition to government stockpiling, 
with the supply of materials available to makers of civilian goods, at prices they 
can afford to pay, growing less and less. This means that plants are going to be 
shut down and people laid off. 

The farmer, too, is in trouble. The prices of his product are frozen. In the 
meantime, he is having a hard time getting labor, and wages are up. Eventually, 
if unemployment develops in civilian plants because of the materials situation, farmers 
may be able to get the help they need, and the price tangle may be straightened 
out. But meanwhile? 

What about the industrial wage earner’s wife? Does she feel like spending 
money? Or is she going to be cautious and careful? While consumer sales may 
skyrocket in defense plant neighborhoods, they will probably decline in non-defense 
areas. 

One thing is certain in the midst of all these uncertainties. There won't be any 
general pattern to this picture. One plant may be doubling its capacity while the 
plant next door may be shutting down. Business may boom in one community while 
in a town 40 miles away men are hunting jobs. It all depends on what business you 
are in, where you are located, and how the complex factors at work today affect 
your particular business. 

There is only one thing to do—get set, like the crab, to move backward or for- 
ward, up or down, and fast. 

—Georce F. Trunovwe, Jr. in Trundle Talks No. 141 (Trundle Engineering Company) 
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TV as a Management Communication Tool 


TELEVISION became a management-employee communication tool when executives of 
the Detroit Edison Company discussed plans and policies on a special half-hour 
evening program. 

Since 70 per cent of the company’s 12,000 employees own TV sets and the pro- 
gram was extensively publicized, it is believed that most of them were viewers. 

A film summary of company activities, with commentary, and plans for future 
expansion were presented at this “Edison Open House Meeting.” 

—Dun’s Review 7/51 
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EXECUTIVES NEED THE DOCTOR 


fr you’RE A BUSINESS EXECUTIVE with an 
ailment, the chances are you are over- 
weight or underweight, have an abnormal 
heart condition, high blood pressure, or 
substandard eyesight (uncorrected by 
glasses). That's what the Life Extension 

Examiners found in a rundown of 2,000 

management men. 

Recently, the Metropolitan Life Insur- 
ance Company’s Policyholders Service Bu- 
reau did some digging to find out from 
top-drawer companies what their health 
examination policies are. Of the 118 
queried, 86 had some kind of periodic test 
for executives. Some general conclusions 
about how a good key-man health pro- 
Bram should be set up can be drawn from 

is study. Among them are these: 

There is no general rule about whether 

use company doctors, your own medi- 

director, or outside clinics and physi- 
ns. 

Tests should be given at least once a 
r. That rule can be eased for young 
cutives, according to some medical di- 
ors. One director set up a schedule 

this: Under 30, every three years; 

3@-40, every two years; 40-60, annually; 

5, semiannually. 

anagement people right down the line 

ht to be included. Some companies 
imit the exams to the top 10 per cent be- 
cause of the cost. Others set salary floors 
of $7,800 to $10,000. Examinations for 
top executives should probably be more 
infensive than those for general employees, 
however. 


a 


To avoid personnel problems, most com- 
panies make the examinations voluntary 
(only 17 per cent of those checked were 
mandatory). 

Metropolitan’s survey could find no 
sound way for estimating the cost of a 
health examination program. Figures ran 
all the way from $10 per person tc $300, 
depending on the length of the examina- 
tion. Median cost came to about $30. 

One question the survey asked was this: 
Do the tests do any good? Most thought 
they did. The medical director of one 
company said all the defects found in the 
executive group during the first year of 
the program's operation were correctible 
or could be controlled. Another thought 
the best feature was making executives 
health-conscious. One company had sta- 
tistics to show a gradual decrease in the 
number of “positive” conditions found. 

A good health program can help ferret 
out personnel friction—a potential cause 
of executive ill health. If the executive 
health level is low, it may be time to start 
checking management policies. This was 
pointed up by a company that matched 
the health of its executives against a com- 
parable business. It found that only a 
third as many of its men had defects. The 
company said it knew the reason: “We 
have an exceedingly advanced personnel 
policy; the other company doesn't.” 
Sharply defined job responsibilities that 
cut down friction were given the credit. 


Z —Business Week, April 14, 1951, p. 48:3. 





“BIG” BUSINESS: There are 240,000 manufacturing companies in the U. S. About 
one five-hundredth, or 504 to be exact, employ more than 2,500 men and women. 
So, there’s one good-sized company for every 480 little ones. 

—The Employment Counselor (Employment Counselors Association, Columbus, Ohio) 7/51 
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Read ‘Em and Weep—And Pay 


“PAY-AS-WE-GO” is sound procedure, particularly with the national debt at the incom- 
prehensible sum of $254 billion. But here and there in back pages of the papers 
are certain items that leave the taxpayer with a feeling of rage, frustration, and 
bewilderment. To wit: 

The Army has purchased 68,000,000 can openers in the past year for its 1,500,- 
000-man establishment. 

The Army has asked for 4,636,000 web belts for 1951—enough for three per 
man—though they issue only one each per year. 

The Navy, in 1944 and 1945, bought enough paint to cover 10,666 battleships; 
sold tons of it later as “surplus” to a German firm; and it is now being offered back 
to the American firm that originally made it for half price. 

Surely in that vast military maze of the Pentagon there is room for someone to 
concentrate on squeezing out millions of dollars that are not being spent to make 
us stronger, but make us progressively weaker through foolish, incompetent, reckless 
spending. 

—Forbes 7/15/51 


The American Worker: 60 Years’ Progress 


IN COMPARING the American worker of yesteryear with the worker today, the staff 
of Columbia University’s “Conservation of Human Resources” research project has 
found that while in 1890 the average worker devoted almost 80 per cent of his 
total expenditures to housing, food, and clothing, today he devotes only 60 per cent 
to these necessities. 

Other interesting findings: 

In 1890, with an average family income of $650 per year, two out of three iron 
and steel workers were able to save some money! 

There was a big spread in 1890, as there is today, between the more prosperous 
and the less prosperous worker: Sixty years ago, 5 per cent earned less than $300 
a year, while 10 per cent earned more than three times as much. 


— 





Publicizing Your Defense Contribution 


COMPANIES unable to take the usual good care of customers because of defense work 
can head off unfair criticism—and even the loss of good accounts—by getting out a 
promotional piece showing how their products are used in defending the country 
at home and abroad. In that connection, ask E. V. Miller of the Caterpillar Tractor 
Company, Peoria, Illinois, for Seeds of Victory, just issued by Caterpillar and sup- 
plied in quantity to Caterpillar suppliers and customers. Everyone, of course, knows 
Caterpillar is head over heels in defense work, but this brochure really makes you 
want to help it in every way possible. 

—News Letter (Dartnell Corporation, 4660 Ravenswood Avenue, Chicago 40, Ill.) 7/7/51 
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A SPINSTER, shocked at the language used by workmen repairing a telephone line 
near her home, wrote the telephone company. The foreman was requested imme- 
diately to make a report of what had happened. The report read as follows: 

“Me and Spike were on this job. I was up the pole and accidentally let the 
hot lead fall on Spike—right down his neck. Then Spike looked up at me and 
said, ‘Really, Harry, you must be more careful.’ ” 


July, 1951 
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DEFENSE ASSET—LABOR STABILITY 


Since WAR BEGAN IN KOREA, our coun- 
try has taken stock of its resources for 
defense. We have checked our steel 
capacity, estimated the number of planes, 
tanks, and guns we can produce, and 
counted our supplies of manpower. 

Should we not, therefore, take inven- 
tory of our labor-management relations? 
Is the picture today a bright one, or does 
trouble loom ahead? What are the strong 
points, and where are we weak? How do 
we compare now with 1941, and what 
did we learn from our experience in the 
last war about labor problems? How can 
this experience be put to use now? 

On the surface, the labor scene looks 
much the same today as it did 10 years 
ago. For labor, most of the same faces 

still around. The pattern of collective 
rgaining seems the same. Labor de- 
fands. Management refuses. A strike is 

Featened. Conciliators intervene. Con- 

ences are held, and a settlement is 
gached or a strike begins. In due course, 

® strike also is settled. 

Beneath these surface similarities, how- 

tr, we find a completely changed pic- 

fe. The plain fact is that we have 
ide tremendous strides in labor-manage- 


isthave largely subsided, and labor and 
maMagement have learned to cooperate 
on major problems of mutual interest. 
Many of the inner conflicts within the 
la movement have disappeared. The 

unist grip on certain vital unions 
hag been broken. Major issues of labor 
relations—such as pensions, welfare funds, 
griévance procedure, arbitration, manage- 
ment rights, and union security—have 
been worked out. The techniques of set- 
tling labor controversies have been fully 
explored, both in peace and wartime, and 
we have a body of experience to draw 
upon. 
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An example of the developments that 
have taken place in management-union 
relations is the agreement between Gen- 
eral Motors and the United Automobile 
Workers. Ten years ago it was a simple 
contract of six typewritten pages cover- 
ing only a few major points. Today they 
have a complex document, numbering 103 
pages as printed in booklet form, with 
three appendices and a _ supplemental 
agreement of 84 pages on insurance and 
pensions. The same is true in most other 
industries. 

To a large extent, the labor disputes 
that are coming up now involve demands 
for changes in the sections of collective- 
bargaining contracts dealing with wages 
and other money items rather than in any 
of the fundamental relationship clauses. 
These appear to be fairly well set. This 
was true even before the post-Korean in- 
flation focused attention on wage in- 
creases to meet the rise in living costs. 

The experience industry and labor 
have had in collective bargaining has 
brought about a big change in their at- 
titude toward each other. For the most 
part, management has now made it clear 
that it accepts unions and recognizes that 
they are here to stay. In turn the unions 
have lost the fear that management might 
try to get rid of them. Labor readily 
recognizes that management is entitled to 
make a fair profit in its business and will 
frequently help management in matters 
outside the usual field of wages, hours, 
and working conditions. 

With wage and price controls, the 
complexion of collective bargaining is 
changed completely. Instead of dealing 
only with each other, companies and un- 
ions bargain in light of what the govern- 
ment may approve. As a practical mat- 
ter, they also bargain with the govern- 
ment. What it really means is that the 
government becomes a third party at the 
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bargaining table, and negotiations take this respect. Management and labor have 
place on a three-way basis. To make this learned much. The vast majority of com: 
complex, tripartite relationship work panies and unions are anxious to help in 
properly is a major problem we face in this critical period by maintaining a 
the fight against inflation. Fortunately, stable relationship. They are et 
we approach it with a background of ex- equipped to do so than ever before. Wit 


: ible and calm direction from the gov- 
perience in World War II, together with ““™ nie : 
the accomplishments of management and ernment, aided by industry and labor par 


ticipation in the government's activity, 
labor during the last 10 years. we should be able successfully to main- 

Marking out the right course to follow tain industrial peace and stability through- 
won't be easy. But we are fortunate in out the emergency. 


—TuHeopore W. KHEEL. The New York Times Magazine, July 1, 1951, p. 8:3. 


Poem for Pessimists 


My granddad, viewing earth’s worn cogs, 
Said things were going to the dogs; 

His granddad in his house of logs, 

Said things were going to the dogs; 

His granddad in the Flemish bogs, 

Said things were going to the dogs; 

His granddad in his old skin togs, 

Said things were going to the dogs; 
There’s one thing that I have’ to state— 
The dogs have had a good long wait. 


—Canadian Fire Insurance Company 


The Communists in Industry—How Strong? 


WHILE THE TENDENCY today is to minimize the influence and power of Communist 
party members who are working in defense plants, the Communists themselves do 
not overlook their importance, nor are they circumspect in making known their 
designs. 

At the recent national convention of the Communist Party, party leaders 
boasted that they had 22,000 dues-paying members in basic industries, ready to 
carry out the sabotage of the defense program. This represents about 45 per cent 
of their total dues-paying membership in the United States. The CP organization 
secretary broke the figures down as follows: food processing, 28 per cent, 6,700; 
auto and aviation, 19 per cent, 4,200; electrical and machine, 17 per cent, 3,800; 
steel and fabricating, 14 per cent, 3,110; transportation and maritime, 8 per cent, 
1,900; mining (all types), 7 per cent, 1,700; rubber, chemicals, petroleum, 7 per 


cent, 1,700. 
es es « A. N. Wecxster in Mill & Factory 7/51 








THE U. S. BUSINESS POPULATION reached a new high of 3,997,700 operating estab- 
lishments late last year, according to a recent Department of Commerce survey. This 
exceeds the previous high of 3,994,220 concerns in the second quarter of 1948. 
The biggest single block of operating enterprises is in the retail trade field, which 
by itself represents more than two out of every five business establishments in the 


country. 
—Commerce 7/51 
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Also Recommended « « « 





WHAT SHOULD A PRESIDENT DO? Dun’s Re- 
view (99 Church Street, New York, N. Y.), 
July, 1951. In this article the presidents of 
six large corporations reply to the question: 
“What do you believe are the important 
duties of the man behind the president's 
desk?” According to the opinions expressed, 
it is among his most important functions to 
see that teamwork is achieved within his or- 
ganization; to balance his employees’ tenden- 
cies toward independence and cooperation; 
to get all the facts concerning a problem and 
then act upon these facts to arrive at a speedy 
and satisfactory solution. 


THE GLOBAL PRICE GOUGE! By Jack Robins. 
Commerce Magazine (1 North LaSalle Street, 
Chicago, Ill.), April, 1951. Rigged com- 
modity prices are adding millions to defense 
costs according to this article, and the rise in 
international commodity prices after Korea 
has made it obvious that literally hundreds of 
millions of dollars have been added to the 
cost of rearming the Western world. The 
most glaring world commodity price problem 
is that of tin, whose cost has increased more 
than 150 per cent since Korea. An interna- 
tional allocation system similar to that used 
during World War II, is among the recom- 
mendations made by the Senate Preparedness 
Committee to alleviate the situation. 


WHE SALES TAX. By George E. Shea, Jr. 
Barron's (388 Newbury Street, Boston 15, 
Mass.), July 16, 1951. The author presents 

strong dissenting opinion, pointing out the 
@aulty thinking of those who have advocated 
% manufacturers’ sales tax in place of increased 

come levies. According to the author, the 
Diggest danger of the sales tax is that it would 
Toosen the few restraints that remain on in- 
tae federal spending by opening up a 
Mearly virgin field of taxation for the spenders, 
asters, and vote-buyers. 





IG BUSINESS MUST HELP OUR COLLEGES. By 
fred P. Sloan, Jr. Collier's (640 Fifth Ave- 


mnue, New York, N. Y.), June 2, 1951. 
Caught between rising costs, low endowment 
return, and shrinking dollar value, one out of 
four colleges and universities is in the red. 
Industry should help support our colleges, 
the author asserts, because it must have their 
basic research in order to continue raising 
American standards of living. Taxes limit 
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the number of big gifts, but Mr. Sloan has 
found strong judicial precedents for corpo- 
rate support of our educational institutions; 
and he urges general adoption of the recent 
provision incorporated in the New York State 
general corporation law aimed at encouraging 
such support. 


HEALTH MAINTENANCE OF KEY PERSONNEL. 
By Robert Collier Page. Industrial Medicine 
and Surgery (605 North Michigan Avenue, 
Chicago 11, Ill.), July, 1951. The health 
maintenance of key personnel is a corporate 
problem, according to Dr. Page, General Med- 
ical Director of Standard Oil of New Jersey, 
who discusses why it is imperative for each 
employee to know what his health is and to 
learn to live within the budget nature has 
given him. This article cites a study showing 
that there is a correlation between the day-to- 
day incidence of coronary attacks and fluctua- 
tions of activity on the stock market. 


NEEDED: MORE EXPLOSIONS. By C. M. Chester. 
Tax Outlook (Tax Foundation, Inc., 30 Rocke- 
feller Plaza, New York 20, N. Y.), July, 1951. 
American business men are defaulting in their 
citizenship if they do not express themselves 
openly on national and local matters, or “ex- 
plode,” as the Honorary Chairman of General 
Foods Corporation puts it in this article. Opin- 
ion surveys have shown people eager for busi- 
ness leaders” views. The author believes that 
in this time of emergency American business 
men must place more emphasis on citizenship, 
must unsnap the padlock that has sealed their 
lips, and come forward to guide the nation. 


“SMALL BUSINESS” IN A LUKEWARM WAR. By 
Mitchell Gordon. Commerce Magazine (1 
North LaSalle Street, Chicago, Ill.), April, 
1951. Though the present situation does not 
parallel that of early World War II, in which 
some 16 per cent of the nation’s 3,500,000 
“small” concerns (those with less than 500 
employees) closed their doors, it is sufficient- 
ly similar to convince most Washington ob- 
servers that small business is in for the rough- 
est sledding it has ever faced in peacetime. 
Washington has many schemes—and has even 
taken a few practical steps—to aid small busi- 
ness men. Among these are a proposed bill 
for building loans, encouragement of subcon- 
tracting, and organization of an information 
clearinghouse. 
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TRENDS IN OFFICE CUSTOMS 


To piscoveR CURRENT TRENDS in office 
customs and practices, the National Of- 
fice Management Association recently sur- 
veyed over 2,100 companies in the princi- 
pal cities of the United States and Canada 
employing a total of 464,649 office em- 
ployees. The survey questionnaire in- 
cluded questions on such topics as smok- 
ing, rest facilities, snack practices, and of- 
fice dress customs, as well as office hours, 
work week, and length of lunch periods. 
The results of a similar survey conducted 
in 1946 were compared with the present 
findings. The following are some of the 
conclusions presented in the current sur- 
vey report: 

The same percentage of companies (2.2 
per cent) did not allow any smoking by 
either men or women in both the 1946 
and 1951 surveys. Almost the same num- 
ber of companies (41 per cent and 42 per 
cent) restricted smoking by women. How- 
ever, there was an increase of over 50 
per cent in the companies that allowed 
unrestricted smoking for both sexes. 

Official rest periods were granted to 
women only by a smaller percentage of 
companies in the present survey but, again, 
this was more than made up by the 50 per 
cent increase in companies that allowed 
official rest periods for both sexes. Ac- 
tually, however, the incidence of per- 
mitted relaxation periods is even higher 
than this, for a number of companies re- 
ported in the current survey that the em- 
ployees were allowed to take time out at 
their own discretion. 

The companies providing rest areas for 
women and those providing rest areas for 
both sexes each increased about one-quar- 
ter, with about four times as many com- 
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panies now reporting rest areas for office 
people as reporting that no rest areas 
were available. Women receive the great- 
est benefit from this privilege, the reports 
showing that as many companies provide 
rest areas solely for women as provide rest 
areas for both sexes. Oddly enough, the 
percentage of companies providing recrea- 
tion rooms (as distinguished from rest 
areas) for both sexes fell off about one- 
seventh. 

Over half the companies have their of- 
fice employees obtain snacks during regu- 7 
lar rest periods. However, the majority 
practice in 1946 was to have them obtain © 
their snacks at their own discretion. This 
change may be due to the fact that more 
companies report that they are providing ~ 
official rest periods now. ‘ 

Regarding working hours, the tendency — 
seems to be to start work a little earlier 
and stop work a little earlier than in 1946. 
The most popular starting time by far is | 
between 8 and 8:29 A.M., and over half 
of the responding companies stop work 
between 5 and 5:29 P.M. Seventy-two 
per cent of the companies now report that 
no regular office work is done on Saturday 
as against 56 per cent in 1946. In those 
companies that do work on Saturday, 
over five times as many quit before noon 
as in 1946. 

The standard work week in hours is 7 
also shrinking. Almost twice as large a 
percentage of companies show a work 
week of under 37 hours as did in 1946. 
The group working from 37 to 39 hours 
per week has grown by over 25 per cent, 
while the companies working over 39 
hours have decreased rapidly. 

Slightly more than half of the com- 














panies felt that one hour was the proper ters of the responding companies allow 
length of time to allow for lunch. Three- male employees to remove their coats at 
quarters of an hour and one-half hour are any time, and an additional 13 per cent 
the next two most popular lunch periods, allow their men to remove their coats only 
with 21 per cent and 16 per cent of the in warm weather. Only 2 per cent of the 
companies respectively using them. responding companies said they did not 

With regard to clothing practices, the allow male employees to remove their 
1951 survey shows that over three-quar- coats at all. 


—Office Customs, No. 2. National Office Management Association, 132 W. Chelton 
Avenue, Philadelphia 44, Penna. 1951. 32 pages. $2.00. 


Uncle Sam’s Office Space Problem 


THE GOVERNMENT already has enough office space to equal an Empire State building 
in each of the 48 states, but it wants more—much more. 

The mobilization program—unless severely cut by Congress—will, by July 1, 1952, 
have boosted U.S. employment rolls by about 1,000,000 persons over the July 1, 
1950, figure. About half of this number are “white collar” workers who require 
desk space. At least 50,000 are being assigned to Washington—and most are 
already there. 

The best estimate, partly a guess, is that the government occupied about 185,- 
000,000 square feet of office space at the outset of the Korean war. It did not 
include a lot of space in such places as Army and Navy installations, veterans hos- 
pitals, and Treasury depots. At the peak of World War II, a comparable estimate 
was 350,000,000 square feet. 

When the government started hiring for the mobilization program, a survey of 
non-government office space available around the nation revealed that space “on the 
market” amounted to only 3,000,000 square feet, compared with 40,000,000 at the 
start of World War II. The government is not the welcome tenant it was then. 
Rents have tripled. So have conversion and maintenance costs. 

Despite this shortage, the space-hunters have been able to find empty offices almost 
as fast as new workers have climbed on the payroll—everywhere but in Washington. 

What happens in the next year may be a different story. The Defense Depart- 
ment alone wants 13,500,000 square feet—enough for 135,000 more workers. That 
is space four times the equivalent of the Pentagon Building. 

In Washington, the groans of overcrowded agencies so far have found an un- 
sympathetic ear in Congress. Double up, the Congress committees have said, and 
that is what all agencies will have to do. At the Pentagon, Defense Department 


headquarters, 31,000 persons now work in space that averaged 26,000 during 
the war. 
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—New York World-Telegram and Sun 





AMA OFFICE MANAGEMENT CONFERENCE 


The Office Management Conference of the American Management 


Association will be held on Thursday and Friday, ‘October 18-19, at 
the Hotel New Yorker, New York City. 
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CENTRALIZED TRANSCRIPTION FOR IMPROVED 


OFFICE EFFICIENCY 


Centraization of stenographic service 
is an outgrowth of the widespread quest 
for greater efficiency at lower cost. What 
are the advantages to be derived from 
centralization? What will centralization 
involve? What factors are essential to 
successful operation? The following are 
some of the answers to these questions: 

In these days of ever-mounting costs, 
one of the great advantages of centraliza- 
tion is economy. If every department in 
an organization is to maintain steno- 
graphic and typing staff sufficient to take 
care of its peak loads, it must inevitably 
be overstaffed for the slacker periods. 
Centralization will fill in the valleys of 
one department’s work with the peaks of 
another and, by reducing spare time, will 
operate with a smaller, more fully-occu- 
pied staff. 

A saving in space may also result. A 
compact and uniform department of 100 
could be accommodated in less space than 
20 units. Typewriters, too, will be used 
steadily instead of sitting idle half the 
day; long carriage and other special 
machines will be centralized, and a double 
saving will result—fewer machines, less 
space. 

Economy is only one advantage; what 
about efficiency? Under centralization 
you have a mobile staff. When emer- 
gencies arise and time is limited, practi- 
cally the whole department can be thrown 
in and the job handled in record time with 
a minimum disturbance of regular rou- 
tine. Also, since interchangeability is an 
essential feature of centralization, individ- 
ual absences may cause greater pressure, 
but there is none of the disruption that 
occurs when only one person is trained 
on a job. 

While it is not essential that all cor- 
respondence be of production-line mon- 
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otony, a certain uniformity of setup and 
company practice plus consistently good 
workmanship are desirable. These goals 
are usually extremely difficult to achieve. 
Under centralization, however, you can 
have a manual of instructions with the 
approved setup for sample letters and 
memos of varying lengths. Also, the care- 
ful supervision required by centralization 
can maintain a high standard of work- 
manship, both as to quality and quantity. 
Finally, a central stenographic depart- 
ment offers opportunities for placement 
and promotion that would be difficult 
to duplicate. When an employee is com- 
pared with 99 other persons working un- 
der identical conditions, her grade is more 
or less automatically established. Though 
this makes life hard for the supervisor 
who is always training and supervising 
new staff, it also makes for contentment 
and sustained interest in the staff itself; 
only those who are unable to qualify for 
something better need stay in a rut. 
What does centralization involve and 
how can it be achieved? Centralization 
should be custom-tailored to a company 
after all its measurements have been care- 
fully taken and all its particular problems 
examined. The first step is a survey of all 
typing and stenographic work in all de- 
partments: the type and complexity of the 
work; the regularity; the volume; the 
number of employees involved; and an 
analysis of their respective duties. The 
work should then be classified with the 
object of determining how much can ad- 
vantageously be separated from its source. 
Executives will naturally retain secre- 
tarial help; some work involving the use 
of departmental records must remain; 
some may be so highly specialized as to 
make a change undesirable (this latter 
argument should be carefully scrutinized). 
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Centralization to be successful, however, 
should be as complete as is practicable, 
and a minimum of stenographic work 
should remain decentralized. 

Consideration should be given at this 
time, too, to the installation or extension 
of machine dictation, which is capable 
of increasing stenographic output by 35 
per cent or even more when dictators are 
subject to frequent and lengthy interrup- 
tion. 

A supreme effort should be made to 
get the new department off to a good 
beginning, for it will definitely be on 
trial. It is better at first to have too large 
rather than too small a staff; any advan- 
tages centralization may offer can quickly 
be nullified by slow and inefficient serv- 

Later, when the department is op- 
ating smoothly, adjustments may be 
ade as required. 

Careful control must be maintained if 

e system is to run so smoothly as to be 

ost automatic. Each girl in the de- 
artment should keep a daily work re- 
rt which will show at a glance for 
hom and for how long she has worked 


during the day. Each day the work sheet 
should be totalled, the difference between 
the total and a full working day repre- 
senting spare time. The supervisor or 
her assistant should then record day by 
day the spare time of each girl and the 
total time spent on the work of each 
department serviced. A complete report 
at the end of the month should show the 
time devoted to each department's work, 
the average staff for the month, the 
absences, the actual available working 
time, the total working time, the total 
number of minutes spare time, and the 
percentage and amount of overtime. Re- 
ports from my own department for the 
past six months show an average of 5.7 
per cent spare time, including relief time. 

The staff of the department can be 
increased or reduced from time to time 
as conditions warrant. If spare time 
rises and continues for several months in 
succession above a reasonable figure, the 
next person to leave need not be replaced 
until the figures show it to be necessary. 
Similarly, if the report for several months 
indicates undue pressure, steps should be 
taken to obtain additional staff. 


—Mkrs. L. Cropper (Chief Clerk, Stenographic Dept., Sun Life Assurance Company 
of Canada). Proceedings of the 1950 Annual and Special Conferences of the 
Life Office Management Association, p. 100:12. 


MANUAL VS. ELECTRIC TYPING 


HE electric typewriter has arrived. No 

ger can an office manager ignore it. 
fe must face up to these questions: 

here will it be profitable to employ 

ctric typewriters, and, in those cases 

here it is profitable, should the replace- 
ment be made immediately or only after 
the useful life of the present equipment 
has expired? 

The first step in answering these ques- 
tions is to determine how much more pro- 
duction the electric machine will make 
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possible. Thereafter, it is a simple matter 
to determine the desirability of purchase. 

How much more production will an 
electric machine make possible? There are 
almost as many answers as there are 
people who have made studies of the 
question. One study was made in a large 
purchasing office in which production 
records were maintained. All manual 
typewriters were replaced with electric 
models. The nature of the work and the 
typists were unchanged, but production 
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went up 20 per cent. On the other hand, 
one study showed only a 6 per cent in- 
crease in production. Obviously, the na- 
ture of the work affects the amount of 
increase; moreover, it is difficult so to 
“control” conditions that we neutralize 
all factors except the machines being 
compared. Each office manager must, 
therefore, determine a percentage of in- 
crease before he can make a sound deci- 
sion. 

The least accurate, but least costly, 


2. Keep production records for one 
month. 
Obtain a trial electric machine, and 
when the typist acquires reasonable 
competence on the new machine, 
keep production records for one 
month. 
Divide increase in production by 
production on manual machine. 


The first method is quite safe for a 
company that will employ many electric 


machines, as the average increase of sev- 
eral installations should approximate the 
average increase disclosed by several 
studies. 

The second method is a modification of 
the first but is more accurate since it 
recognizes that the electric machine is 
more advantageous as the number of 
copies to be typed increases. 

The third method has these disadvan 
tages: it is time-consuming (test must 
made for each prospective installation) ; 
trial machine may be unavailable; idio~ 
synchrasies of single typist may distort re~ 
sult. Nevertheless, for a company vate 


method of determining increase in pro- 
duction is to secure the results of studies 
made by others and to compute the aver- 
age of the results (for example: 20 + 19 
+ 6= 45 + 3 = 15 per cent). 

The next most accurate method is: 

1. Assign all typing work to categories, 
based on the average number of 
copies typed (e.g., 1-5, 6-10, over 
10). 

Obtain a percentage of increase for 
each category, using the method de- 
scribed above or by actual tests. 

The most accurate method is: 


1. Pick the job which seems to be a 
candidate for the electric machine. 


only a few installations, it is the only saf 
method. 


—C. I. Keeran. The Office, July, 1951, p. 44:3. 





Time Clocks for Office Workers? 


IS THE POLICY of requiring office employees to punch in and out at a time clock 
observed by a large proportion of industrial and commercial firms? According to 
a survey of 264 companies by the Associated Industries of Cleveland (an area whose 
industries are said to be generally representative of the country as a whole), some 
firms do observe this practice and others don't—depending to a large extent on 
company size. Practice ranges from the company where everybody from the presi- 
dent down checks in at the time clock, to those where no one working in the office 
has an exact measurement of when he comes to work and when he leaves. 

This survey, which covered 40,561 white collar employees, shows this: 117 firms, 
on whose payroll are 23,063 men and women, ask them to punch in and punch 
out; 136 employers, giving work to 18,148 office persons, do not use the system. 
It will be noted that, though there are more companies that do not use the time 
clock than there are those that do, the time clock firms hire more people. In a 
small company with maybe 5 or 10 office workers, the maintenance of attendance 
and punctuality records is relatively easy. However, a large employer, who may 
give jobs to more than a thousand white collar people, finds the task is not so simple, 
and some system has to be set up, or the result is chaos, 
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GUIDES TO EFFICIENT OFFICE LAYOUT 


Succestions for office arrangement log- 
ically fall into two categories—those that 
apply to efficient arrangement irrespective 
of the flow of work, and those that per- 
tain specifically to desk arrangement re- 
sulting from the movement of paper work. 

Within the first category are the fol- 
lowing general suggestions for planning 
an efficient office layout: 

Ceilings should be soundproofed in or- 
der to increase efficiency. This is particu- 
larly true in departments using machines 
in the processing of work. Noise takes its 
toll on the nerves and contributes to fatigue 
and errors. In normal situations, efh- 
ciency increases will average about 15 per 
cent—in extremely noisy conditions, 
efficiency increases will be much higher. 

Ventilation is very important. A poorly 
ventilated or over-heated room produces 
drowsiness and slower reactions. Win- 
dow ventilators reduce drafts. Exhaust 
* fans will help circulate the air. The room 
should be thoroughly ventilated several 
) times a day, such as early in the morning 
before office activities start and during 
‘the morning and afternoon rest periods. 
Temperatures of 68 degrees to 70 degrees 
yare best for efficient work, provided the 
"humidity is properly controlled. 

4 

If incandescent lighting of an indirect 

ature is used, ceilings should be painted 
‘or calcimined with a flat color, preferably 
off-white, ivory, or eggshell. If fluorescent 
‘lighting is used, no special ceiling treat- 
‘ment is required other than a harmonious 

ye-appealing color in a light shade. 
Pastel colors for walls—blue and green, 
Wor example—are decorative and popular. 

It has been a trend for a number of 
years to reduce the number of private 
offices. Most banks have their offices 
placed in open areas, private offices being 
space and time wasters and retarding the 
easy flow of work. In cases where privacy 
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is a functional requirement, it can be ac’ 
complished by 7’ 6” partitions. Such 
partitions do not hinder ventilation. 


Though management understands the 
necessity for conserving time, not enough 
consideration has been given to the con- 
servation of space. Here are several sug- 
gestions, most of which concern efficient 
desk arrangement, for reducing space re- 
quirements: 


1. Standard desks are 60 inches by 34 
inches and require approximately 15 
square feet of floor space. Motion econ- 
omy studies indicate that a 60 x 34 desk 
provides more surface space than can be 
utilized by an employee—the extra space 
is storage space and is not required. If 
a utility desk approximately 48 inches by 
24 inches is used, the normal working 
area is not disturbed, but the space re- 
quirements are reduced by 7 square feet 
for the desk and 3 square feet for the 
employee, making a total of 10 square 
feet per employee. The total space re- 
quirement per employee is then 50 square 
feet instead of the standard 60 square feet 
necessary when the standard desk is used. 


2. Standardize the space allocation for 
supervisors and management: chief clerks 
(no office)—space allocation about 75 
square feet; department managers (no 
ofice recommended, but can use par- 
titioned space)—space allocation about 
100 square feet; management (private 
offices if required)—-space allocation vary- 
ing from 150 to 250 square feet, depend- 
ing on the level of position and space 
requirements. 

3. Aisle space should be sufficient for 
easy movement and should be in a straight 
line. Allow about 3 feet for aisle space. 

4. Supervisors should be located to the 
rear of employees. Employees should 
face in the same direction. If decen- 
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tralized files are maintained, move the 6. Adequate telephone service will re- 
files as near as possible to the person using duce the necessity for movement of em- 
the files. ployees. 

5. Use of five-drawer filing equipment 7. The microfilming of old, but im- 
in place of three- and four-drawer files portant, records and reports is a terrific 
will save space. space and equipment saver. 


—Guy Fercason. Best’s Fire and Casualty News, June, 1951, p. 101:3. 


GE’s “Round Tables” for Office Supervisors 


IN ADDITION to his other responsibilities, the office supervisor spends a good deal 
of time answering various questions about company policy. Many training programs 
are designed to keep the supervisor fully informed about such matters and able to 
interpret them to employees accurately and easily. The General Electric Company 
does this with its “Round Tables,” which are described as follows by a company 
spokesman: 
For about a year now we have been working on a program—General Office 
Management Conferences—which we hope to give to high-level supervision in 
the General Offices of our Company. We plan to organize small groups of 
supervisors into conference discussions and follow a program which might be 
tentatively outlined like this: 
1. Introduction . Handling Grievances 
2. The Principles of Conference . Evaluating Employees 
Leadership . Informative Conferences 
3. Management and the Individual . The G. E. 9-Point Job 
Employee . The Supervisor's Job 
4. The Individual’s Psychological . Company Pay Policy 
Needs . Job Security 
5. Leadership and What It Is . Summary 


LOLS SR RNRA ES APPIN Ra i, 


Possibly by fall we will have had a pilot group of top-level supervisors who have 
explored the course. 

We have a program in force now which we confidently feel is the best thing 
we have come up with to date to place the supervisor—no matter what his level 
—in a position to be the man in his work group. This applies to office super- 
visors, as well as first-line foremen. Through a series of regularly scheduled 
meetings of an informative nature (called Round Tables) the supervisor assumes 
a position in management by discussing with his people any subject he wishes 
to talk about except union grievances (for which we have a standard procedure 
already established and contractually agreed upon with various bargaining agents). 











THE COLOR RESEARCH LABORATORY at Sun Chemical, Long Island City, N. Y., 
recently discovered some interesting results caused by colors in offices. Under the 
influence of red light, time is likely to be overestimated, while with green or blue 
time is likely to be underestimated. The inescapable conclusion: Blue or green 
interior decoration schemes where office work is routine to make the day go more 
quickly. 


—American Business 12/50 
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Clerical Salaries Leveling Off, Survey Shows 


CAN TYPISTS be hired today in metropolitan areas for $45 a week or less? No, say 
many employment agencies. Yes, the Commerce and Industry Association of New 
York, Inc., reported recently—and presented actual figures for June 1, 1951, to 
prove that the bulk of them are being hired at less than $45. 

In fact, of 148 junior typists hired since April 1 by 52 companies in the New 
York metropolitan area, only nine were taken on at $45 or more, with salaries of the 
rest ranging from $31 to $44. In the same two-month period, 38 companies re- 
ported hiring 92 senior typists, with 33 being given $45 or more and the others 
going to a $33 minimum. 

What is more, according to the Association, the percentage of companies reporting 
“hires” has been dropping from the peak of 75.5 per cent in February to 67.1 per cent 
in April and 63.9 per cent in the current study. The median hiring rates of 
five of the 10 job classifications considered showed a decrease from April, three 
remained the same, and only two showed an increase. 

Aside from the hiring rates for new employees, the salaries of six key office jobs, 
except for senior stenographer, have remained at their April 1 level, the Association 
also reported. Speculating on the factors which might contribute to this situation, 
it said: 

“The leveling-off . . . at approximately the April 1 level may be the result of 
Wage Stabilization. On the other hand, we find an almost similar situation in the 
Spring of 1950, when we had no stabilization. Possibly it is an indication that 
salary policies have been little affected by Stabilization—that major salary adjust- 
ments take place early in the year, with relatively little movement after April 1, 
although there are other factors which would tend to hold the general level down, 
such as promotions and increased turnover. 

“The same holds true of the hiring rate picture. Many personnel people indicate 
there has been no easing of the labor supply, yet the hiring rates show a tendency 
to slacken. Here again it is possible that Wage Stabilization Board regulations on 
new hires may be holding hiring rates at an artificial level in a tight labor market, or 
that employers are refusing to pay excessive asking prices.” 


Standards for Office Desks Established 


THE FIRST American standard to coordinate and simplify the sizes of desks and 
tables used in the thousands of business offices all over the United States has just 
been approved by the American Standards Association.* A booklet, American 
Standard Dimensions of Desks and Tables for General Office Use, provides a range 
of over-all dimensions for metal and wood desks and tables commonly used in the 
modern business office. However, the larger executive desks—over 60 inches in 
width—are not covered. 

The standard provides for five widths and two depths for metal desks, and six 
widths and two depths for wood desks. This will be a great aid to office managers 
in reducing the number and variety of equipment used and in simplifying ordering 
and reordering of merchandising. It also promotes a more flexible furniture arrange- 
ment in an office, encouraging and facilitating the interchange of personnel and 
equipment. 

The standard defines such terms as general office desks and tables, single-pedestal 
desks, double-pedestal desks, width, depth, front, height, and right and left desig- 
nations. 


*70 East 45 Street, New York 17, N. Y. 











SECRETARIAL Joss led all others among placement of inexperienced college women 
in business and industry in 1950, according to an annual survey of placements 
of college graduates made by Northwestern University. Next to secretarial jobs, 
placements in merchandising, chemistry, accounting, market research, engineering, 
advertising, personnel, and physics were most numerous, in that order. 
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Handicapped Office Workers Can Do the Job 


STENOGRAPHERS AND TYPISTS are hard to find. And because they are, some personnel 
departments are now ignoring a lot of handicaps that once would have barred appli- 
cants from jobs. The only question they ask is: Can you do the work? 

Many people with minor physical disabilities—and some with major ones—are 
proving daily they can. 

Allis-Chalmers, for instance, is convinced that many physically handicapped girls 
can handle stenographic and typing jobs just as well as normal ones. It found out 
by letting them try. 

When clerical shortages began to show up, Allis‘Chalmers eased its rules on 
physical fitness for typist applicants. It hired a number of wheelchair typists, such 
as one young polio victim and a girl who had been a good typist before she lost 
her eyesight three years ago. 

Recently Fred Mavis, office manager at A-C’s Milwaukee tractor division plant, 
announced that the experiment with the handicapped was working “entirely satis- 
factorily.” The blind girl is assigned to transcribing Ediphone letters and “does a 
thoroughly capable job.” She gets around reasonably well with the aid of a seeing- 
eye dog. The wheelchair typists use collapsible wheelchairs and require little aid 
during the course of a day. According to Mavis, their work is good, and they are 
“as efficient and more cheerful than most of the normal girls in their department.” 


—Business Week 5/5/51 
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EFFICIENT USE OF OFFICE EQUIPMENT. By W. 
H. Meyer. Office Executive (132 West Chel- 
ten Avenue, Philadelphia 44, Penna.), June, 


1951. A case study of how one big company— 
Westinghouse Electric Corporation—gets high 


dividends for its equipment dollar. Among 
the policies adopted is that of maintaining com- 
plete records of all company-owned machine 
equipment to which are posted all charges 
made against the machines, so that true equip- 
ment costs can be determined. 


BEATING THE PAPER BLITZ. By Ben S. Graham. 
The Controller (1 East 42 Street, New York 
17, N. Y.), April, 1951. The growth of paper 
work in industry is illustrated by the fact that 
between 1900 and 1940 the number of clerical 
workers had grown two and one-half times as 
fast as the number of production workers. Mr. 
Graham points out that the best approach to 
eliminating the serious waste traceable to inad- 
equate or inaccurate paper work is a program 
of work simplification, and he outlines the ba- 
sic principles underlying such a program. 


LET'S HAVE LESS EXPERTING. By Herbert E. 
Green. Office Executive (132 West Chelten 
Avenue, Philadelphia 44, Penna.), June, 1991. 
A clerical work-simplification program such as 
that described in this article will repay its cost 
twenty times over, says Mr. Green. For maxi- 
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mum effectiveness, the program should 
worker-centered, with less reliance on expe 
In order to accomplish this, management m 
train the individuals on the job in some of 
basic principles of engineering techniques. 


FORMS CONTROL FOR PURCHASING AGE 
By J. F. Dunleavy. Purchasing (205 East 
Street, New York 17, N. Y.), July, 1951. 
is authoritatively estimated that some $1 
million annually could be saved by a care 
study of forms presently in use. This arti 
while directed mainly to purchasing agen 
contains a number of helpful suggestions 
the efficient and economical design of fo 
that will be of interest to other executives co 
cerned with paper work. 


HOW ACCOUNTANTS CAN LEARN MORE ABO 
PROPER APPLICATION OF BUSINESS MACHIN 
By James B. Griffith. The Journal of Accou 
ancy (270 Madison Avenue, New York 16, 
Y.), July, 1951. Some accountants are ina 
quately skilled in applying business machin 
to specific accounting problems, and in know 
ing what kind and size of company can use 
what equipment to advantage. However, manu- 
facturers of business machines are doing much 
to help accountants use their equipment prop- 
erly and successfully. This article presents 
several manufacturers’ descriptions of their own 
educational facilities open to accountants. 
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YOUR IN-PLANT FEEDING: HOW GOOD? 


Manpower, money, and service were 
the big in-plant feeding headaches of 
World War II, and they still are, accord- 
ing to a recent survey of in-plant feeding 
in 240 manufacturing companies employ- 
ing 667,395 workers. However, the 
evidence indicates that the companies 
surveyed have learned a lot from their 
previous experience and are applying this 
knowledge to the solution of these prob- 
lems. The following information about 
their food service may give you standards 
which you can judge your own—and 
prove it: 
How to make the best use of manpower. 
n analysis of foodworker-customer ratios 
most of the plants surveyed revealed 
at snack bars and mobile food carts are 
e in-plant feeding systems that make 
e best use of manpower in relation to 
umber of customers served. Though you 
n't compare the quality of service from 
snack bar or food cart with a hot meal 
a cafeteria or restaurant, employers 
o use them say that these “short-order” 
es of service reach more workers and 
joy a higher percentage of patronage 
n the more elaborate setups. Since 
y cost less, they also tend to break 
n more often. 
Other methods of making better use 
available manpower suggested by em- 
yers in the field visits are (1) mul- 
lying job assignments to cut duplica- 
n; (2) self-busing to reduce clean-up 
staff; (3) use of paper service to cut dish- 
washing; and (4) part-time use of em- 
ployees to add flexibility. 
Company Policy. Practically no one 
expects to—or does—make money on 
in-plant food services. In general, how- 
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ever, your chances of getting off without 
a loss are better if you hire an outsider 
to run your food service. Company- 
operated services were in the red 75 per 
cent more often than those run by out- 
siders. More employers than ever are 
now passing food service management on 
to others, the survey shows. 

Where outside caterers are used, the 
arrangements vary. The general practice 
is to “give away” rent, light, heat, and 
fuel. The two most popular plans for 
caterers are to let them take all profits 
or losses or to pay them a stated fee for 
managing the food service. 

According to the survey, if you're 
“average,” you're losing about $6 per 
employee per year on your food service. 
Though many companies are startled 
when losses are reduced to an annual per 
capita basis, they are quick to conclude 
that, in these days of liberal “fringe” 
benefits, the average loss appears rather 
small. Substantially less, for example, 
than a single paid holiday. 

If however, you are losing more monty 
than you think you should be, there are at 
least three things you can do: 

1. Look into the possibility of getting 
an industrial caterer, assuming you don’t 
have one already. On an operator-take- 
profit-or-loss basis, your chances of break- 
ing even are good. 

2. Look into the demands you're mak- 
ing for special service. Are they reason- 
ably costly, unnecessary? 

3. How about waste of food, ineffi- 
cient purchasing, and unattractive menus 
that turn customers away? 

Trends in Service since World War II. 
Employers are feeding more of their 
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workers than ever and using more types 
of service to do it. In November, 1950, 
206 companies were feeding an average 
of 59 per cent of their 667,395 workers. 
At the height of World War II—1944— 
the national average was only 40 per 
cent. By this standard, employers are 
currently feeding almost 50 per cent more 
workers. 


Cafeterias are by far the most popular 
type of food service, followed by mobile 
food carts and snack bars. Also, since 
World War II, use of vending machines 
for food and drink purposes has increased 
75 per cent among the 118 firms that gave 
full figures for wartime and presént opera- 
tions. 


As a result of widespread acceptance 
of responsibility for in-plant feeding of 
workers, several changes in thinking have 
been taking place in industrial plants: 


1. Employers say they are paying more 
attention to the “forgotten worker,” who 
is too far away to make use of the cafe- 
teria. That's one of the big reasons be- 
hind decentralizing service with snack 
bars and mobile food carts—also for set- 


ting up supplementary service with vend- 
ing machines. 

2. Rules forbidding men to eat at then 
workplaces are steadily going out. 

3. Operating executives seem to be 
losing their fear that vending machines 
will disrupt production. 

4. A good many plants are leaning 
away from handling cash in their snack 
bars and mobile food carts. Some have 
actually abandoned cash entirely, sub- 
stituting meal-ticket systems. 

5. Plant food services are getting to 
be more democratic. Special treatment 
for select groups is widely regarded as 
poor industrial relations. 

In general, survey results indicate that 
in-plant feeding is here to stay. Workers 
expect it, and the great majority of em- 
ployers take it for granted as the thi 
to do. If you employ 500 workers 
more and aren't providing food servi 
this is a good time to start preparing fi 
the day when you may have to go ini 
the food business. In a tight labor ma 
ket, you may find—as many did 
World War II—that you'll be glad 


do things you never thought you'd do. 
—Factory Management and Maintenance, May, 1951, p. 120:6. . 


Scientific Personnel Now Number Half Million, BLS Reports 


THE NATION'S engineers and scientists—a group vital to American leadership and 
survival—now number about 575,000, less than 1 per cent of our total labor force. 
However, more than one out of 10 of our trained technical personnel are of draft 
age, it was noted by the Labor Department's Bureau of Labor Statistics, which has 
just published an analysis of the nation's scientific resources. 

The new survey reports a record number of degrees conferred in the past three 
years but goes on to predict a sharp fall in undergraduate students over the next 
several years, due primarily to a drop in veteran enrollments. The decline would be 
further accentuated by the withdrawal of men for military service. 

Private industry and such organizations as hospitals, research institutes, consulting 
firms, and commercial laboratories, employ about two-thirds of our scientists and 
engineers, while educational institutions provide jobs for an additional one-tenth. 
One out of every four works for the government, which employs about 90,000 engi- 
neers, 18,000 specialists in biological, agricultural, and medical science, 17,000 
chemists, and 3,500 physicists. 

Single copies of the study, entitled The Nation's Scientific and Technical Man- 
power, will be available without charge from the New York Regional Office of the 
Bureau of Labor Statistics, 341 Ninth Ave., New York 1, N. Y. 
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A PRACTICAL APPROACH TO THE RETIREMENT PROBLEM 


T ne presENT DRIVE for rapid industrial 
mobilization reinforces the necessity to 
encourage the employment of physically 
and mentally competent older workers 
regardless of age or retirement status. At 
the same time, both management and 
labor have a stake in not losing the gains 
made in the orderly and adequately com- 
pensated retirement of workers who in 
normal times would be considered too old 
to maintain efficient production. The 
question is, therefore: How can we as- 
sure the reemployment or continued em- 
ployment of workers of post-retirement 
ages now without breaking down estab- 
lished arrangements for orderly retire- 
Ment? 
| The answer seems clear. Fixed retire- 
ent ages serve a useful industrial and 
ial purpose and should be preserved 
en in times of industrial mobilization. 
ey have a long-run value of funda- 
ental importance to both industry and 
e wage earners of the country. At the 
e time, workers past the fixed retire- 
nt age should be hired, if competent, 
raise production levels as rapidly as 
ible. But such workers should be 
ed or continued in an entirely distinct 
tus from that of younger workers. 





- 


They should not be included in seniority 
systems nor acquire service rights. Their 
service rights as embodied in retirement 
annuities should be fully respected and 
unchanged. They should be rehired or 
continued on the basis of what they do 
and earn at 66 or 70, year by year, not 
at what they were doing and earning at 
50 or 60. By full recognition of (1) the 
security and fixity of retirement bene- 
fits and procedures and (2) the current 
capacity and worth of the older man, both 
the valuable institution of orderly retire- 
ment and the valuable contribution of 
older workers to peak production are as- 
sured. More older workers will be em- 
ployed if their wage rates are adjusted 
to actual productivity. More of these 
workers will be interested in seeking em- 
ployment if their pensions are not can- 
celled by return to duty. 

Sound industrial relations policy must 
reflect sound economics, respect for valu- 
able social institutions, and the need for 
both security and progress. If concern for 
the older worker is to be more than senti- 
mental self-righteousness, we must make 
definite arrangements for the reemploy- 
ment of retired persons which fit the 
framework of modern industrial institu- 
tions. 


—J. Doucias Brown in Proceedings of the Third Annual Meeting of Industrial 
Relations Research Association. (Order from the Secretary-Treasurer of the 
Industrial Relations Research Association, Park and University, 

Temp. 3 Room 5, Madison, Wisc.) 
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AMA FALL PERSONNEL CONFERENCE 


The Fall Personnel Conference of the American Management 
Association will be held on Monday, Tuesday, and Wednesday, Septem- 
ber 24-26, at The Waldorf-Astoria, New York City. 
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LET YOUR EMPLOYEES DO THE TALKING 


A 11 100 oFTEN business insists upon 
talking about itself, a psychologist re- 
marked wisely. But perhaps it is the em- 
ployee who should do the talking. 

With this thought in mind, officials 
at the Washington Water Power Com- 
pany recently proposed to let employees 
educate themselves. “Once each month 
we will have a panel discussion relating 
to private enterprise. After the panel 
discussion, a slide story of our economic 
system will be presented by employees. 
After that, someone may refresh em- 
ployees’ minds regarding facts about our 
own company. When this part of the 
program is ended, pamphlets may be dis- 
tributed to help still other employees who 
may be called upon to talk in next month’s 
panel.” 

“Is that all?” asked one employee, 
sensing responsibility. 

“That is only the start,” replied com- 
pany officials. “For the big job we pro- 
pose a contest to see which employee can 
take this same story of our business sys- 
tem to the greatest number of employees 
in outside firms.” 

With some preparation, a model pan- 
el discussion was then held. Others fol- 
lowed. Assigned to specific subjects each 
month, with attention riveted to half a 
dozen supporting questions, panel mem- 
bers discussed such topics as: Is govern- 
ment in business a step toward socialism? 
Which system of government is most 
wasteful—capitalism or socialism? Is 
private business more wasteful than gov- 
ernment? What actually has made 
America prosperous? 

The colored slide story of America’s 
economic system that followed the panel 
discussion merely emphasized facts and 
figures and crystallized audience conclu- 
sions. Simple in preparation, the 68 slides 
made serious efforts to capture employee 
interest. The stenographer, the mill hand, 
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the mechanic were all identified. Point- 
ing out that 60 million American work- 
ers compete in a great game to provide 
goods and services better than somebody 
else in hope of reward, employees re- 
minded fellow-workers in the audience 
that any man may start his own business 
venture if he so desires. 

When it was time for the local manag- 
er to recall how the company started, 
when tax problems, profits, the firm's 
contribution to employee security, and 
the social and economic wealth of the 
community were discussed, questions were 
invited from the floor. 

The problem of carrying this formula 
to employees in other firms arose. A solu- 
tion to this stumper was given when 1 
employees again in 30-odd panel disc 
sions told how they personally would a 
could get the job done. It was agr 
that a model “hour of learning” sho 
first be presented to the Chamber 
Commerce in each community. 

Various WWP employees then co 
tributed to the booking of the progr 
One employee used his own project 
about town. A lineman made arran 
ments with the labor council. A sal 
man arranged for two showings with 
city mayor. A cashier made contact wi 
158 members of P.T.A. In Spokane t 
Chamber of Commerce volunteered 
promote the program. 

During a period of 60 days, wher 
122 panel discussions and slide showi 
were held, the following were some 
the things accomplished by company e 
ployees: 52 talks on the subject of fre 
enterprise, plus 142 employee talks 
general subjects; 87 window displays in 
company stores featuring civic projects; 
3,086 personal greeting cards mailed; 
3,721 pieces of literature distributed by 
hand; 193 film showings; 1,453 newcom- 
ers receiving routine calls, plus 170 given 
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neighborly visits; and 10,489 deliberate son, president of the company. “America 
good deeds to customers in need. has 60,000,000 workers who should have 

“This effort by Water Power employ- a sympathetic understanding of factors 
ees is only a start,” says Kinsey Robin- that have made America great.” 


—KimsBaL_ Jack (Advertising and Publicity Manager, Washington Water Power 
Company, Spokane, Washington). Edison Electric Institute Bulletin, 
April, 1951, p. 121:3. 


Employment Opportunities for the Aged 


A SURVEY of job opportunities for older workers has been conducted by the United 
States and State Employment services in California, New York, Ohio, Pennsylvania, 
and Texas. (There are at present 11! million persons aged 65 and over; 31 million 
are in the group between 45 and 64.) This survey of one-third of a million older 
workers emphasized the following points: 


1. Though employment opportunities for older workers improve when the labor 
market is tight, there still is evidence of employer resistance. 

2. Seniority clauses protecting older workers while they are employed are com- 
mon in collective bargaining, but these do not help when the workers are displaced 
through industrial change or for other reasons. Once unemployed, older workers 
have greater difficulty in finding work than their younger competitors. 


3. Prejudices and misconceptions about older workers are reflected in the dis- 
criminatory age requirements which exist. The time in life when a worker becomes 
“too old” varies with occupation, industry, and location of the job. 

4. Older workers tend to gravitate toward jobs where employer resistance is 
lightest, particularly service jobs and skilled trades. 

5. Workers given the benefit of counseling and individual placement service 
have twice as many employment opportunities as those who are not. 


—Research Council for Economic Security, Chicago, Illinois 


Most Job-Seekers Tell the Truth 


THAT MOST JOB-SEEKERS have well-polished halos may surprise some skeptics. But 
the fact is that you generally can count on a truthful answer from the average appli- 
cant when you ask him what his former job was and how much he earned on it. 

Here are some examples of the kind of results you can expect if you check job- 
seekers’ statements back against the records of their former employers. The conclu- 
sions are drawn from Minnesota Manpower Mobilities, Bulletin 10, issued by the 
Industrial Relations Center, University of Minnesota, Minneapolis. 

Wages: “Employees reports of hourly wage rates, both at the beginning and 
ending of a job, had a high degree of validity.” (Correlations of .85 to .97). 

Reported job assignments: “For jobs held in the most recent year, employee and 
employer reports were consistent in more than 90 per cent of all cases.” 


—Factory Management and Maintenance Vol. 109, No. 2 








GENERAL MOTORS at Detroit, Michigan, found that a worker who had to travel more 
than 45 minutes to get to work became a problem. He was usually more irritable, 
hurried in his work towards the end of his shift, and was generally more difficult 
to deal with. 


—Personnel Panorama (Pacific Northwest Personnel Management Association) 6/51 
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WHY WASTE MANPOWER? 


When pr. wituiam oster proclaimed 
his theory that a man becomes vir- 
tually useless after reaching the age of 40, 
he inflicted real harm on a lot of thor- 
oughly capable men and on industry in 
general. He misled management by giv- 
ing it the idea that the older and more 
experienced men were not an asset but a 
liability. 

Economical mass production demands 
workers who are alert enough to operate 
efficiently the many types of specialized 
machines, for these represent large capital 
investments. Over-all efficiency, however, 
may not always mean the highest output 
in a single day, but rather steady produc- 
tion over longer periods. Downtime cuts 
production more than many people realize, 
and it is here that the older man, with 
his long experience, may be truly more 
efficient than the man who can make a 
big showing over short periods but does 
not take the best care of his machine. 

One large concern, some years ago, had 
a plan whereby a man who had become too 
slow to keep the production-line pace was 
transferred to another department. Here 
he earned, or at least received, the same 
average weekly rate. The difference be- 


tween what he actually earned and what 
he received came from what might be 
called a Pre-Pension fund. Needless to 
say, plans of this kind build loyalty and 
have much in their favor. They improve 
morale and also retain the skill and ex- 
perience of men who have been trained in 
their work. 

The all-too-common plan of demoting 


workers to elevator operators or watchmen 


should be avoided where possible. Work- 


ers who can still turn out excellent work, 
even at a slower pace, should be utilized, 
both for what they can produce, and for 
the effect on their morale and on that of 
employees who are approaching retire- 
ment age. To put a skilled toolmaker o 
a laborer’s job utterly fails to recognize” 
his worth and deprives the plant of value) 
it might receive. : 
It may take real and difficult plannin 
to find the right solution to fit modern pr 
duction methods. Any measures take 
must not be allowed to slow down pro 
duction lines where speed is necessary to 
utilize equipment as close to 100 per cent) 
as possible. But places should be found 
where the skill acquired over the years 
can be utilized at a slower pace. 





—Frep H. Cotvin. American Machinist, July 9, 1951, p. 139:1. 


HANDLING THE ANNUAL OUTING 


Tris year, because there are so many 
new employees around, special attention 
is being paid to advance publicity for that 
annual event—the company picnic. If 
your company is in the process of work- 
ing out the details for its outing, here are 
some ideas from the field that will help 
insure full and friendly attendance: 
Neat, original—yet simple—bit of pub- 
licity is the “Summons” sent out to all 
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employees by the Milwaukee Gas Light” 
Company. Following the style of a court’ 
writ, this novel device contains all the” 
necessary data about the picnic and lends” 
a note of urgency to the request to at- 
tend. 

Bakelite uses the following technique to 
advantage: First step: announcement of 
picnic date. Second step: letter to em- 
ployees a month and a half in advance 
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asking how many will attend from fami- 
ly. Third step: letter to each employee 
enclosing tickets. Fourth step: weekly 
bulletin board reminders about picnic 
features. 

A perennial problem that troubles pic- 
nic planners is how to keep unauthorized 
persons away from the company picnic. 
Too often, these affairs are field days for 
professional gamblers and other conniv- 
ers out to fleece the unwary worker. 
More and more companies are finding 
that it pays off to make plans in advance 
for handling persons who try to crash 
the gate. Here are some suggestions: 

At Monroe Calculating Machine Com- 
pany, employees and families who expect 
to attend the picnic are given large, in- 
expensive badges made of cardboard and 
tudded with tinfoil, A committee of 

orkers guards the entrance and turns 

way anyone without the company badge. 

They're even stricter at the picnic giv- 

n by the Register and Tribune of Des 
oines. There, employees must make 
eservations in advance for families and 
ests. Special name cards are picked up 
t the entrance booth of the picnic 
rounds. Employees must accompany 
ny guests they bring. 

American Type Founders ask for and 

et local police cooperation when their 
icnic is held. One man acts as gate 
ard and refuses admittance to anyone 
ithout a company badge. Another pa- 
ols and maintains order within the pic- 
ic grounds. 


The outsider is not the only trouble- 
maker at company picnics. There are al- 
ways a certain number of employees who 
drink too much, start gambling activi- 
ties, or otherwise throw a monkey wrench 
into the company’s planned program. A 
variety of ways to handle these individu- 
als has been developed. Here are some 
that rank and filers themselves approve: 

At Monroe Calculating, members of 
a worker committee patrol the grounds 
and keep an eye on card games so that 
they don’t get out of hand. Worker pa- 
trols see to it that strangers don’t take 
part in any “friendly” card games. Craps 
and other nefarious games are not al- 
lowed. Men who become intoxicated are 
refused participation for a full year in 
any of the company’s recreational activi- 
ties. 

The DuPont Plant in Kearney, N. J. 
lets the union manage the picnic; it finds 
that its representatives are quite strict in 
seeing to it that the affair is well run. 

At the Bakelite picnic, executives act 
as bartenders; they refuse to serve any- 
one who appears to have had enough. 
The company also hires special police 
who eject any person causing a disturb- 
ance. 

Many companies find that opening the 
picnic to the families of employees tends 
to have a sobering effect, also stimulat- 
ing greater participation in planned con- 
tests and special events. 


—Enmployee Relations Bulletin (National Foremen’s Institute). 
May 23, 1951, p. 10:3. 


= TOWARD ARBITRATION: A SURVEY 


W aar’s tHe price Tac on an arbitra 
tor? One answer is that management is 
willing to pay even more than the valua- 
tion an arbitrator places on himself. This 
is one of the noteworthy facts turned up 
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in a recent survey by the American Arbi- 
tration Association. In this survey, labor 
and management representatives, arbitra- 
tors, and others were quizzed on arbitra- 
tion costs, the length of time needed to 


The Management Review 





study a case and prepare an award, the 
advisability of the single arbitrator versus 
the tripartite board, and the relation of 
mediation to the arbitration process. 

The figure named by management men 
as a reasonable per diem fee for an arbi- 
trator averaged $71.73, compared with 
$57.65 named by labor. The arbitrators 
themselves thought $60.21 reasonable. 
The average fee named by all the confer- 
ees came to $64.34. 

The majority went on record as favor- 
ing limitation of the number of study days 
spent examining evidence and writing an 
award, with three-fourths of the entire 
group backing the limitation idea. The 
arbitrators, however, were least inclined 
to go along with this. 

In setting the actual ratio of study days 
to hearing days, the unions were again on 
the side of economy. Sixty-one per cent 
of the labor people favored one day of 
study to one hearing day, compared with 
47 per cent of management. The silence 
of the arbitrators on this point was sig- 
uficant. These men, who presumably 
know best about what is involved in going 
over evidence and preparing a decision, 
declined to answer this question, feeling 
that generalizations were almost impos’ 
sible. 

The respondents were strongly in favor 
of having a single arbitrator rather than 
a tripartite board settle grievance cases. 
The idea was indorsed by 79 per cent of 
management, 86 per cent of the union 
people, 92 per cent of the arbitrators, and 
all the others quizzed. 

The story was different on wage-rate 
disputes, however. Here the percentage 
favoring a single arbitrator dropped; 60 
per cent of management, 54 per cent of 
labor, 67 per cent of the arbitrators, and 


20 per cent of the other respondents 
thought that one arbitrator was advis- 
able. This decline in percentages favor- 
ing one arbitrator reflects the thinking 
that the special knowledge of partisan 
representatives is advisable in wage dis- 
putes. 


But the swing was sharply in favor of 
a tripartite board in disputes over new 
contracts. The arbitrators alone re- 
mained unconvinced of the wisdom of a 
three-man board, even in such instances. 
The problem of a deadlock in a tri- 
partite board found the majority in agree- 
ment that the impartial chairman should 
then be given power to make the deci- 
sion by himself. 


A surprising finding of the survey is 
that most of the respondents felt tha 
their first choice as arbitrator would 
a part-timer, a man who has some othe 
occupation or profession, but derives @ 
substantial amount of income from arbi# 
tration. Is this an indication of distrust 


of the professional full-time arbitrator? 7 


The relation of mediation to arbitra 
tion was also covered. In answer to th 
question of whether an arbitrator shoul 
try to mediate a dispute arising under) 
the grievance procedure of a contract, 6 
per cent of the group said no. The arbi# 
trators were most opposed to this con 
cept; 92 per cent of them were agains 
it, compared with 60 per cent of manage 
ment and 55 per cent of labor. 


The reaction of the group as a whol 
was just about the same to a query abou 
mediation in cases involving a new con 
tract; 68 per cent opposed it. The arbi# 
trators, however, were less united in thei 
opposition to mediating a contract dis- 
pute. Union opposition increased. 


—ExecuTive’s Labor LETTER (National Foremen's Institute, Inc.). May 24, 1951. 





HOW LONG does it take the average worker to earn $10? In Russia 81 hours, in 


England 19, in America eight. 
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—EpwWIN VENNARD in Edison Electric Bulletin 6/51 . 





PRACTICAL SUGGESTIONS FOR SUPERVISORY TRAINING 


To HELP you plan a supervisory training 
program, here are a few suggestions based 
on more than 10 years’ experience at the 
Owens-Illinois Glass Company: 

The training of foremen and other 
supervisors does not consist merely of a 
series of meetings. Their training with a 
company consists of the total of their ex- 
periences in this company, beginning the 
day they were hired and continuing right 
through the present. They are getting 
training every hour and every day—for 
better or for worse. What are you con- 
sciously doing to make it good training? 
This is something to think about. 

_ MA major aim in most supervisory train- 
ing is to improve the morale of the people 
who work under the supervisors in the 
various departments. We know that the 
supervisor is the company to the people 
under him. What are you doing about 
Hhis morale? Does he feel secure as long 
as he does good work? Does he feel that 
ood work is appreciated? Does he feel 
hat his personal problems will get con- 
sideration from those above him? Does 
e know exactly who his boss is? Does 
e know where his responsibility ends and 
e next supervisor's begins? 
As you plan your program don’t think 
terms of subjects and courses. Think 
f problems. What is the biggest job to 

done in this plant? What causes a 
supervisor to work long hours of overtime 
r to worry about his job after he goes 
ome? Start out by listing your major 


headaches. Then decide what your sub- 
jects should be and how you should pre- 
sent them. 

One of the commonest criticisms of 
supervisory meetings is that they don’t do 
the supervisor any practical good. The 
best way to prove to him that his time 
is better spent in the meeting than on the 
job is to give him help in the meetings 
that will help him solve problems on the 
job. Keep away from the schoolroom at- 
mosphere. Some plants avoid the words 
“training” or “education” or “class.” 
Start with the problem and work back to 
the theory, instead of starting with the 
theory and hoping that the supervisor 
can apply it practically in all its ramifica- 
tions. 

So often in our meetings for supervisors 
we just talk at them, hoping some of it 
will stick, though the evidence is against 
us. Go at it from the opposite angle. See 


how much you can get the supervisors 


to tell you and to tell each other. Try 
out the principle that one word from the 
supervisor himself is worth 10 words from 
the speaker's platform. 

Think of ways to get the supervisor to 
take an active part in the program. Make 
it his program. Get him in on the plan- 
ning. Give him assignments to carry out. 
Look to him and his group to supply the 
answers as well as the questions. This 
is not the easiest way to do the job. It 
takes work and ingenuity, but the re- 
wards are worth it. 


Personnel Newsnotes (General Industrial Relations Division, Owens-Illinois Glass Company, 
Toledo, Ohio). June 20, 1951. 





SIX PAID HOLIDAYS are not standard as they were a year ago. 


General Electric 


has come through with a seventh holiday—Election Day. Over 30 per cent of the 
union agreements signed during the past six months have provisions for an increased 


number of paid holidays. 


—Lawrence Sressin in Mill & Factory 2/51 
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Retaining the Interest of “Retirees” 


RETIRED EMPLOYEES ARE STILL EMPLOYEES as long as they share in the company 
retirement plan and receive checks from the firm, one company officer told us 
recently, and they like to treat them as such. In one firm, the retired workers share 
in all company activities, including social events, picnics, annual dinners, house 
organ, suggestion system, etc. A company newspaper has a column devoted to 
keeping in touch with “alumni” and former employees. Another firm pays the 
same awards to retired workers for suggestions and ideas for improving methods as 
to those on the active payroll. 

—Personnel News Bulletin (California Personnel Management Association) 


Paid Vacation Practices: A Survey 


PAID VACATION BENEFITS for hourly workers “just about equal” those traditionally 
granted to white collar workers, according to a recent study by the Conference 
Board of the paid vacation practices of 303 manufacturing and non-manufacturing 
companies. 

In certain respects, the hourly workers in these companies “have even passed” 
the white collar workers. For example, among 273 companies employing hourly 
workers, 44.7 per cent grant a three-week maximum paid vacation. Among the 301 
companies that employ salaried workers, a smaller proportion have a three-week 
vacation allowance. 

Employees in most of the manufacturing companies participating in the survey 
still get a maximum paid vacation of two weeks or less. However, three-week vaca- 
tion maximums have become increasingly prevalent. When it comes to a vacation 
of four or more weeks, companies are more liberal with their salaried employees: 
twelve of the manufacturing companies grant a paid vacation of four or more weeks 
to longer-service salaried employees; hourly employees in only eight companies enjoy 
the same benefits. 

Among the non-manufacturing companies, three weeks maximum paid vacation is 
dominant for employees with longer.service. None of the non-manufacturing com- 
panies places a ceiling of one week on the vacation allowances for either hourly 
or salaried employees. In relatively few companies—15.2 per cent for salaried; 20 
per cent for hourly—is there a two-week vacation limit. 

In most companies in this survey, the longer the employee is with the company 
the more vacation he is likely to get. Minimum and maximum allowances “vary 
greatly.” 

The most prevalent graduated vacation allowances for hourly employees are one 
week after one year and two weeks after five years. When added vacation time is 
granted, most frequently it is a third week after 15 years and a fourth week after 
25 years. 

For salaried employees in the companies surveyed, the vacation schedules most 
trequently allow one week after six months, two weeks after one year and, when 
given, three weeks after 15 years and four weeks after 25. Employees in every 
company participating in this study receive some vacation time off after they have at 
least one year of service. 

In the companies studied, vacation allowances for executives range from no vaca- 
tion at all to no limit on time off. But for the majority, vacation allowances for 
executives are the same as those for other salaried employees. 

In the past, few companies have bothered to formalize their vacation plans for 
executives. A 1945 survey of vacation practices in 175 companies showed that only 
eight had a formal policy covering executives. In 1946, a survey of 136 companies 
showed that only 3 per cent had a formal policy covering executive vacations. Of 
the 303 companies participating in the survey this year, 49 indicate that they have 
a formal vacation practice for executives that differs from that set up for salaried 
employees. 
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SELECTION, TRAINING, AND STATUS OF SUPER- 
VISORS: I—SELECTION. By P. F. C. Castle and 
F. I. de la P. Garforth. Occupational Psy- 
chology (National Institute of Industrial Psy- 
chology, 14 Welbeck Street, London, W. 1), 
April, 1951. Current methods of selecting 
supervisors leave a great deal to be desired, 
and there is ample evidence that they could 
be made more efficient by the use of well- 
established psychological techniques. This 
conclusion is strongly reinforced in this article 
by a comparison of existing practices and ex- 
perimental selection schemes undertaken, 
which included the use of intelligence and 
foremanship aptitude tests, interviews, group 
Sessions, assessments by superiors and by 
equals and subordinates, pre-promotional train- 
ing, probationary periods, and a final selec- 
ition panel. 


UMAN AND SOCIAL IMPACT OF TECHNICAL 
HANGES. By Solomon Barkin. Proceedings 
if Third Annual Meeting of Industrial Rela- 
ions Research Association, December, 1950. 
88 pages. (Available from the Secretary- 
reasurer, Industrial Relations Research As- 
ciation, Park and University, Temp. 3, Room 
, Madison 5, Wis.) A union spokesman ex- 
mines the human and social costs suffered in 
e course of changes in the agricultural and 
dustrial arts, which in the long run are the 
ey to progress. Mr. Barkin points out that 
ttention to the problem of maintaining people 
uring periods of readjustment and rehabilita- 
ion will reduce fears and resistance to change 
to a minimum, and will increase the acceptance 
tof changes. 


E INDUSTRIAL AND ECONOMIC IMPACT OF 
CHNOLOGICAL IMPROVEMENT. By Richard 
Gleason. Proceedings of Third Annual 
Meeting of Industrial Relations Research As- 
Mociation. December, 1950. 388 pages. 
Available from the Secretary-Treasurer, In- 
ustrial Relations Research Association, Park 
nd University, Temp. 3, Room 5, Madison 
, Wis.) A management spokesman examines 
arious aspects of the problems created by 
technological improvement, including the dis- 
tribution of the resulting benefits, effects on 
employment, “make-work™ schemes, etc. Ac- 
cording to the author, much of the technologi- 
cal change of the past has created new prod- 
ucts and new jobs more than fast enough to 
absorb the workforce of the old industries or 
products that have been outmoded. 
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FREE MEN VS. THE UNION CLOSED SHOP. 
By Donald R. Richberg. The Freeman Maga- 
zine (240 Madison Avenue, New York 16, 
N. Y.), July 16, 1951. In this article, the 
co-author of the Railway Labor Act and of the 
National Industrial Recovery Act of 1933 
weighs the pros and cons of the union closed 
shop and concludes that such a shop is an 
attempt “to deprive men of an essential of 
‘life’ (the earning of a livelihood), an essential 
of ‘liberty’ (freedom to work at one’s trade), 
and an essential of ‘property’ (the ability to 
sell one’s own labor).” 


DENTISTRY AT THE FORD MOTOR COMPANY. 
By Grant MacKenzie. Industrial Medicine and 
Surgery (605 North Michigan Avenue, Chicago 
11, Ill.), July, 1951. Dr. MacKenzie describes 
the operation of the Ford dental department, 
which was established to treat dental injuries, 
give personal dental advice, and provide emer- 
gency relief from dental pain for its employees. 
For the past three years, this department has 
averaged 3,300 visits per year and has called 
the employees’ attention to many oral condi- 
tions that must be referred to family dentists. 


MUNICIPAL ORDINANCES AGAINST DISCRIMINA- 
TION IN EMPLOYMENT. WNairo Reporter (P.O. 
Box 275, Cathedral Station, New York), June 
1951. Nineteen cities now have ordinances 
against racial and religious discrimination in 
employment. This article discusses the applic- 
ability, methods of enforcement, and impact of 
such ordinances. In terms of applicability, the 
ordinances fall into two groups: (1) those 
which apply only to employment by the city, 
its agencies and subdivisions, and contractors 
with the city; (2) those which apply also to 
private employers within the city. 


THE EXPANDING SCOPE OF COLLECTIVE BAR- 
GAINING. By Richard C. Smyth. The Per- 
sonnel Journal (245 Ogden Avenue, Swarth- 
more, Penna.), March, 1951. Only a few 
years ago union bargaining was concerned 
solely with hours and wages. Now it Covers 
many things, and where it will stop is proble- 
matical—though Mr. Smyth points out that 
there are a number of tangible guides manage- 
ment can follow in determining its legal obli- 
gation to bargain on specific subjects. By to- 
morrow, he declares, guaranteed annual wage 
plans and even some voice in determining sell- 
ing prices may well be on organized labor's 
regular bargaining agenda. 
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USE OF QUALITY CONTROL ON 100 PER CENT INSPECTIONS 


Tue First THING to be known about 
daily, routine 100 per cent inspection is 
that it is not 100 per cent. This observa- 
tion can be tested by having several lots 
rescreened or by sampling the screened 
lots, using one of the statistical quality 
control techniques. Examination of the 
rejects from a screening often reveals at 
least a scattering of acceptance work 
among them. There are perhaps three 
major reasons for this deficiency: 

The first of these is monotony. Many 
other repetitive manufacturing operations 
are monotonous, but on production, at 
least, the worker is making something. 

Coupled with monotony is fatigue, an- 
other factor largely overlooked or ignored 
by modern industrial efficiency engineer- 
ing. If it is a visual inspection, the eyes 
get tired; if it is guaging or testing, the 
muscles weary. But most important and 
least thought of is the mental fatigue of 
screening at a rate of 1,000 pieces per 
hour and making 1,000 decisions per 
hour. The mind, somewhat like the heart, 
automatically stops to rest at times, and 
it is during these brief but regular periods 
that the damage is done. Reasonably fre- 
quent rest periods and planned diversity 
of work are commonly overlooked solu- 
tions of these fatigue and monotony prob- 
lems. 

The third general cause of 100 per cent 
inspection difficulty is ineptitude. Where 
100 per cent inspections must be endured, 
some form of aptitude testing, some de- 
gree of scientific selection, would seem 
to pay off. Inspectors and inspection 
methods can be readily tested, compared, 
and evaluated by the practical use of 
quality control sampling tables. 
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The first step is to add to the existing 
100 per cent inspection routine a sam- 
pling inspection station and route the 
batches, lots, or orders of work normally 
screened to this station, where an inspec- 
tor samples each lot. If the sampling 
shows that the batch is free from defects 
or that any substandard work it may con- 
tain is below a predetermined level or 
percentage, the lot is not given a 100 per 
cent inspection. If, however, this sam- 
pling discloses an undesirable percentage 
of defective work in the lot, it is sent 
to be screened by 100 per cent ins 
tion. § 

The second important step in this s 
tem is to establish a third check “4 
tion station. Work that has been detail 
by 100 per cent inspection goes to this 
station where it is sampled. If it # 
“clean,” it is sent on; if not, it is returned 
to the 100 per cent inspection unit. 4 

The inspection system described above 
pays several dividends. Manufacturing 
departments often produce lots contain 
ing less than the prescribed percenta 
of defects. Under the traditional 100 peg 
cent inspection setup, these “clean” lof 
go through the mill just the same. If t 
screening of 10 per cent of the work 
could be avoided by the preliminary che 
sampling stunt just mentioned, plus som 
extra quality control back in the shopy 
it is obvious that 10 per cent of the screen4 
ing inspection payroll could be saved. ~ 

This preliminary lot sampling also” 
seems to focus attention on the possibili- 
ties of producing better quality. If the 
shop can make 10 out of 100 batches that 
don’t have to be screened, why can’t it 
up the figure to 20 out of 100 or higher? 
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Furthermore, the preliminary sampling 
brings in another bit of psychology. The 
mere fact that the 100 per cent inspection 
group realizes it will not have to detail 
every blessed lot from production gives 
it a lift, and the caliber of 100 per cent 
inspection improves. 

The use of check sampling after the 
lots are screened has the comfortable ef- 
fect of assuring the quality of the goods 
being shipped or going to assembly. 


Most important, however, post-inspec- 
tion check sampling automatically and 
impersonally rates the inspectors in the 
100 per cent inspection groups. If a rec- 
ord is kept of the batches returned from 
check inspection and to whom, the inept, 
the careless, the lazy, and those without 
conscience among the inspectors are soon 
discovered. Simultaneously, it hands out 
gold stars to the more capable and de- 
serving inspectors. 


—Modern Machine Shop, October, 1950. 


WHAT IS THE IDEAL UNIT OF WORK? 


Is Many manufacturing processes, the 
unit work cycle has been reduced over 
period of years—partly in connection 
ith the use of improved methods, and 
rtly because the training of new work- 
is thus simplified. As a result, a re- 
ced work cycle has become associated 
with readily measurable increases in pro- 
ction per man-hour. Actually, however, 
very short unit work cycle may have cer- 
in disadvantages which can be estimated 
y subjectively; it is said to give reduced 
satisfaction and to increase “mo- 


Between August, 1948, and May, 1950, 
research study was undertaken by the 
fuman Factors Panel of the Committee 
n Industrial Productivity with these ob- 
ives: (a) to investigate the size of the 
it work cycle in relation to the total 
ork cycle and to seek principles underly- 
hg its relation to job satisfaction and pro- 
ction efficiency; and (b) to examine the 
lation of batch size to job satisfaction 
d production efficiency, and to seek 
derlying principles. Among the findings 
immediately relevant to industry are the 
following: 
Batch Size. Where material is now 
issued in a batch lasting for half a day, 
it is advisable that it be cut to batches 
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lasting one to one and a half hours, pro- 
vided that the collection of smaller batches 
does not involve undue extra work. 


Practical experience indicates that 
small batches are most appreciated by 
learners and people working at time rates. 
This suggests the issue of reduced batches 
to learners, of, say, half the normal size. 
Transfer to full-sized batches could mark 
a stage in attaining proficiency and might 
act as a target in learning. Piece-rate 
workers seem to be unaffected by batch 
size. 

The above findings cover only a limited 
number of cases, and, therefore, may not 
be widely applicable. Also, these recom- 
mendations are more likely to be effective 
in work on small objects and on simple 
tasks. 

Unit Work Cycle. A major problem, 
admitted by most production engineers, is 
that of obtaining balance between opera- 
tors in a production line. Reasonably long 
unit work cycles may be desirable here 
since they allow more scope in adjusting 
the margin between one operator and the 
next. This refers to the balancing of 
operations as such and not to variations 
introduced by individual differences of 
operators. 
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Where operators work singly, they can 
vary their rate of working from minute to 
minute without holding up anyone else. 
In a flow line, this is not possible unless 
some allowance is made for a small stock 
of semi-finished material between opera- 
tors. Since operators do, in fact, work at 
rates which vary throughout the day, 
provision should be made for such stocks. 

The findings suggest that beginners 
have no articular preference for a long 
unit work cycle, and, in fact, that for a 
considerable period they may prefer a 
short cycle; but when they have fully 
mastered a task, they may benefit from. 
the stimulus of learning to do a more 
complex task. 


Continuity of Work Flow. In many 
repetitive jobs, sundry occurrences hold 
up the work from time to time—minor 
mechanical faults, slightly faulty material, 
and so on. Repetitive work has certain 
satisfactions to offer the worker; among 
these, a steady rhythm and a sense of 
“getting the stuff out.” Out-of-course 
interruptions tend to upset both of these, 
lowering the worker's morale with the 
consequent loss of production after the 
hold-up has been rectified. Not only 
interruptions but also frequent changes of 
type of material can lower output in this 
way; if material changes are unavoidable, 
they should be explained to the operators. 


—Davip Cox and K. M. Dyce SHarp. Occupational Psychology (National Institute of 
Industrial Psychology, 14 Welbeck Street, London, W.1), April, 1951, p. 90:18. 


World Shortage of Raw Materials 


FOR THE PAST TEN YEARS manufacturing has been steadily outrunning the produc: 
tion of raw materials. This basic distortion is a key factor in the short- and long-term 
economic outlook. It is, in addition, aggravated by the current rearmament programs. 

The seriousness of the problem is indicated by United Nations figures showing 
a 60 per cent rise in industrial output since °37-°38, while virgin raw materials have 
increased an average of only 34 per cent—a differential of 26 per cent. Before 
Korea, the differential was 18 per cent. Complicating the picture is the fact that 
the U. S. has steadily taken a growing share of total world output. 

Business planning must, therefore, consider these factors: 

1. The raw materials shortages are permanent; no developments give any hint 
of a solution. 

2. There will be more international agreements to allocate scarce materials. 

3. Prices of raw materials will go higher. Despite the talk about world-wide 
price stabilization, the most that can be done is the establishment of loose ceilings 
within a wide range. 

4. Since commodity prices will rise faster than prices of manufactured goods, 
the bargaining advantage in world trading will be with the countries producing 
raw materials. 

5. U.S. imports of raw materials will increase in both volume and dollar amount, 
while countries and areas producing the needed commodities will, in turn, be good 
markets for U. S. manufactured goods. 


—Foreign Report (Research Institute of America, Inc., 
292 Madison Avenue, New York 17, N. Y.) 7/11/51 





Strike Back — Give to Conquer Cancer ! 
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THE SELECTION OF MATERIALS-HANDLING EQUIPMENT 


Since THE WAREHOUSING and trucking 
of products are involved in the operations 
of every plant, good materials handling is 
vital to a company’s efficiency. We can- 
not, therefore, give too much thought and 
study to procuring exactly the types of 
equipment that will be of maximum utility 
and thus keep to a minimum the costs of 
physical distribution. 

In selecting materials-handling equip- 
ment, the following questions should be 
considered: What is the need that is to 
be filled? What are the conditions under 
which the equipment must work? What is 
the nature of the commodities to be stored? 
What is the length of the haul from un- 

ding to storage? What are the physical 
aracteristics of the warehouse? In the 
ht of these questions, it becomes clear 
at equipment tailor-made to suit a par- 
ular operation is the goal to aim for. 

There are certain factors in the selec- 

n and use of handling equipment which 

y seem elemental; yet they did not be- 

e a part of our techniques without 
iderable thought, planning, and ex- 
ience. 

A straight line, as is well known, is the 

rtest distance between two points. It 
ig sound practice, therefore, to consider 

distance between the point of unload- 
or loading and the storage point. If 

t distance is not more than 250 feet 

the goods are palletized, a fork lift 
perform most efficiently. If the dis- 

ce is more than 250 feet and up to a 

le, the tractor-trailer train with its long 

of heavily-laden trucks should be 
, with the stacking operation per- 
Ormed separately. An important factor 
is the volume to be handled, coupled with 
the distance of the haul either in or out. 

Before you select, be sure you are thor- 
oughly familiar with where the equipment 
has to travel—into elevators, through 
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doors, etc. Determine the condition of 
roads and flooring between loading and 
unloading points and storage and what 
foot-pounds pressure your floors will 
safely stand. In this respect, it is always 
wise to keep in mind that the lighter the 
equipment, the better. 

Turning for a moment from the 
powered machines in handling, the physi- 
cal characteristics of a warehouse will go 
a long way toward determining types of 
manual handling devices and the method 
of moving goods from one floor level to 
another. In the multi-storied plant, the 
law of gravity can be put to work, though 
it also can be used with goods moving on 
the same level, on an inclined roller or 
skate conveyor. The use of conveyors 
will keep a continuous flow of goods mov- 
ing on surfaces up to several hundred feet 
in length, saving time as well as equip- 
ment, fuel, and labor costs. You should 
consider, in the light of the needs of your 
individual plant, the use of the permanent 
and the portable conveyor, the latter in 
convenient sections so that it can be 
knocked down and put together. It will 
be found, too, that a conveyor will be 
most useful in an unloading job where it 
is impossible for the fork lift or other 
mechanized equipment to reach in for the 
goods. But always plan any conveyor sys- 
tems you may envision, whether gravity- 
operated or power-belt driven, with an 
eye to not cluttering up aisle space. 

In the selection of hand trucks, one of 
the chief considerations again is weight, 
both from the point of view of wear on 
floors and the fact that they are to be 
manually operated. Such trucks will be of 
great use in multi-storied warehouses and 
in the pickup of small-lot stock. Consider 
also the four or six-wheel truck for 
heavier loads if your floor load will stand 
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it and if you decide that it has advantages 
peculiar to your operations. 

Palleting is, of course, one of the most 
important aspects of warehousing, distri- 
bution, and moving. The pallet and the 
fork lift truck together constitute an un- 
beatable combination in the saving of 
time, labor, and space. Again, the type of 
pallet must be determined by the type of 
operation, the goods to be moved and 
stored, the space into which it is to be 
placed, aisle widths, and other factors. 
Nevertheless, it is well to try to standard- 
ize as much as possible in order to keep 
down the numbers of types of pallets. 
Also, if at all feasible, all goods should be 
palletized as they are stored. It is fun- 
damental that the largest possible pallets 


be used, consistent with other factors, be- 
cause the larger the pallets, the less the 
handling and the lower the cost. 

In regard to binning, the warehouseman 
has almost a purely individual problem 
governed by the nature of the various 
types of goods stored. The use of bins 
need not be confined to loose issues or 
broken stock. Much space can be saved 
where there are many small lots of small 
packages of different types. Bins of cor- 
rect depth, width, and type should be 
planned before erection. They may be 
built to the full height of the ceiling. 
Where low bins are better suited to an 
individual operation, the area on top may 
be used for stacking pallets or merchan- 
dise in bulk. 


—From an address by J. Leo Cooxe before the 1951 Materials-Handling Conference. 


The Production Speedup Means Greater Fire Hazards 


AS PRODUCTION INCREASES, so does the fire hazard. We learned during the last war, 
with its manpower shortages and production speedup, that special dangers develop 
that need special attention. Here are some suggestions: 

Instruct new employees regarding fire hazards. Supervisors should know these 
hazards and outline them carefully as part of a new man's job-training. 

Overtime means extra wear on men and machines. Fatigue may make employees 
careless of hazards. Extra care for over-busy machines is worthwhile. For example, 
electrical fires actually trended downward in World War Il—despite hard usage and 
lack of replacements—because of superior maintenance. 

Extra shifts require more men in the fire protection organization. Have trained 


men available on every shift. 


Stockpiling demands complete fire protection. Subdivision, method of piling, loca- 
tion, sprinkler protection, and watch service are all important. Standards for the fire 


safety of most of these materials were developed during World War II. 

Shortages of fire protective equipment may develop in any all-out war effort. Now 
is the time to replace out-of-date equipment and to supplement it if necessary. 

Process speedups increase the fire and explosion danger. Industrial ovens are 
designed to operate safely at specified conveyor speeds, temperatures, and solvent 
evaporation rates. Speedup may result in the formation of explosive mixtures. 

Watch out for special hazards in war-contract processes. Consult your insurance 
company and check safeguards carefully. Spraying of olive drab paint is an example: 
the residue is readily subject to spontaneous ignition. Water-wash spray booths that 
collect the residue as a water-sludge are the remedy. 

The best plant defense against bombing is a well-trained fire organization. Eighty 
per cent of the damage from bombing is from fires. Build up a good fire organiza- 





tion and you'll have the best possible protection, peace or war. 


—Factory Mutual Record 5/51 





SINCE 1942, 4,500,000 older workers have been added to the nation’s payrolls. Now, 
36 out of every 100 men and women in industry are over 45. 
—The Employment Counselor (Employment Counselors Association, Columbus, Ohio) 7/51 
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OUTLOOK FOR MACHINERY AND EQUIPMENT 


fe you HAvE been holding off on ma- 
chinery and equipment replacements in 
the hope of lower prices or earlier delivery, 
it might be wise to review your decisions 
now. Though some surveys report signs 
of softening in business, capital goods are 
slated to be high-priced and hard to get 
well into °52, regardless of a Korean truce. 

Also, a recent recheck of management 
intentions shows that expansion and 
modernization plans have been revised up- 
ward since the truce talks. This contra- 
diction is partly explained by the fact 
that many of these plans are based on 
anticipated civilian, not military, business. 

Management should make every effort 


to substitute “special machines” (adapted 
from mass-produced units such as light 
duty drill presses and spindle and feed 
units) for the large scarce standard units. 
Such improvising cuts down the need for 
scarce machines and helps release them 
for non-routine production. 

Users of machine tools who have 
trouble getting replacement units should 
enlist the aid of manufacturers’ field en- 
gineers and sales personnel. Their advice 
can be valuable in getting maximum out- 
put, retooling for new jobs, and anticipat- 
ing needed repairs. Also, they may know 
of good used machines for which a swap 
can be arranged. 


—Operations Report. Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y., July 17, 1951. 


Pay for Re-Work 


WHAT is the prevailing industrial policy in regard to pay for re-work? Of 21 
employers in representative industries queried about their practices, 11 replied that 
it was their custom to pay the base rate for the job, a few adding only if the original 
operator performed it. Here is what some of the others said: 

Company 1. For the first offense there is no penalty. However, for the second, 
we pay on only the base rate. 

Company 2. Re-work done in salvage department. 
penalized. 

Company 3. If re-work is necessary because of operator's carelessness, he does 
it on his own time. If not, he gets piece-work rate. 

Company 4. We pay a group bonus. There is no penalty. 

Company 5. If re-work is due to employee, he does it on own time, unless his 
total earnings fall below base rate. 

Company 6. If it is employee's fault, pro-rata incentive for bad work is deducted. 
If it is nobody's fault, base rate is paid. 

—For the Informed Executive (Associated Industries of Cleveland) 7/1/51 
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Employee Vision Tests Up Production 


MOTOROLA, INC. has reduced the number of defective units passing through its in- 
spection department by 75 per cent through a system of employee vision tests, 
reported Dorothy Brinkley, R.N., head of the company’s medical department, in 
an address before the Industrial Vision Conference of Purdue University. 

It was pointed out that most of the work done at Motorola requires the worker 
to be but 13 inches from his work. Such close work, it was found, puts a premium 
on good vision. 
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In 1949, 100 employees of the inspection department were given eye tests, of 
which 30 per cent failed. Comparison further showed that while only 33 per cent 
of the best workers failed, 63 per cent of the below average workers did not meet 
the standard visual skill necessary to the job. This was clear evidence that their 
relative incompetence was due largely to faulty vision. 

Motorola accordingly established a $5,000 fund to aid employees financially in 


correcting their vision. 


The vision of 5 per cent of the employees could not be 


corrected. These were transferred to equal or superior positions within the company. 
Vision tests are now a standard part of the physical examination given before a 


person becomes employed by Motorola. 


In 1950, 12 per cent of the 7,211 persons 


applying for employment were rejected because of bad vision, but 380 had pur- 
chased glasses to obtain a job. 


Also Recommended eee 





MECHANICAL TIME STUDIES. By Alex N. Eng- 
blom. Mechanical Engineering (29 West 39th 
Street, New York 18, N. Y.), July, 1951. This 
is a discussion of registering instruments which 
make possible longtime analysis and daily 
measurement of how machines are running, 
how they are maintained, and how good the 
methods are. It is devoted mainly to a close 
examination of one such recording device, the 
centralograph, which, in one Swedish mill, has 
reduced delay times from 7.4 per cent of the 
total time to 1.1 per cent. 


“SPECIALIST IN EVERYTHING,” TODAY'S TM HAS 
UNLIMITED DUTIES. By Edward F. Lacey. 
Shipping Management (425 Fourth Avenue, 
New York 16, N. Y.), July, 1951. Many an 
industry has suffered substantial losses because 
of its failure to confer with the traffic depart- 
ment when contracting for new sources of 
supplies, planning new locations, or acquiring 
other plants, the author points out in this first 
of a series of four articles. He suggests that 
the trafic manager be made a member of the 
policy committee of the industry so that he 
will know of expansion programs and be able 
to give information on proposals before final 
conclusions are reached. 


NINE INCENTIVE PLANS IN A 200-MAN PLANT. 
By Ford R. Larrabee. Proceedings, Annual 
Fall Conference on Principles, Methods and 
Techniques for Increasing Productivity, Re- 
ducing Costs, and Improving Human Rela- 
tions. Society for Advancement of Manage- 
ment (84 William Street, New York), 1951. 
212 pages. $5.00. The vice president in 
charge of manufacturing for the Cincinnati 
Industries, Inc., describes here the company’s 
incentive program, which entails specially de- 
signed incentive plans for foremen, department 
heads in manufacturing and financial divisions, 
sales department employees, plant engineer, 
head of laboratory, laboratory employees, the 
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clerical force, and the senior executive group. 
Outlines the provisions of each type of plan 
and the methods whereby they have been ad- 
ministered to achieve profitable results. 


IF YOU CAN'T USE IT, SCRAP iT. Steel (Penton 
Building, Cleveland 13, Ohio), July 23, 1951. 
Industry could realize two million tons of good 
heavy scrap from “dormant” scrap, 
comprises such things as obsolete machi 
and items that are broken, worn beyond r 

or abandoned. Though this article deals 
cifically with the steel and metalworkin 
dustry, its suggestions have general applica 
Besides recovering scrap, such benefits 
reduction through inventory write-offs, 
proved safety conditions, lowered insu 
rates, and more space for storage or produ 
may be realized. 

HOW GOOD A HOUSEKEEPER ARE YOU. By 

G. Patton. The Iron Age (100 East 
Street, New York 17, N. Y.), July 12, 1 
When a plant has over 650 cubic yar 
refuse a day, housekeeping becomes a 
question. At Dow Chemical Company's 

land plant, things are kept shipshape 
product quality protected by a combinatio 
plans for materials handling, salvage, 
identification, air conditioning, and s 
maintenance setups, all of which are disc 

in this article. 

PRODUCTION AND INVENTORY CONTROL. — 
S. A. Peck. Steel (Penton Building, Clev 

13, Ohio), July 2, 1951. This discussio 

the application of planning, scheduling, 
patching, and material control shows how 
accepted principles of production and inventory 
control can assure smooth operation of any 
manufacturing process. In instances where 
control has been previously lacking, reductions 
amounting to as much as 25 per cent in manu- 
facturing costs can result from production con- 
trol alone. 
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THE KIND OF PERSON WHO CAN SELL 


Donaco A. Lairp* 


The saues vice president of a small auto 
mobile company has two chairs near his 
desk. One chair is invitingly comfortable, 
the other stiff and uncomfortable. An ap- 
plicant for sales work is asked to sit down. 
If he chooses the easy chair, he is not 
hired. This sales manager thinks the men 
who pick the hard chair are more likely to 
be hard workers. While the successful 
Balesman has to be a worker, this “chair 
t” is ridiculous. It tells nothing at all 
ut the applicant as a worker or as a 
esman. 
Though sales managers and employment 
terviewers are impressed favorably by 
¢ applicant who is neatly dressed, pleas- 
t and courteous, and whose record 
hows he is a worker, all have their pet 
as about the kind of people who can 
One reason for this multitude of 
ories is that there is no one “sales type.” 
ere are “57 varieties” of selling types 
seldom such an animal as a “general 
around salesman.” 
ome salesmen have learned the hard 
y that it takes all kinds of sales abilities 
keep all kinds of businesses going. A 
who was successful selling power 
n mowers in swank New England sub- 
, for instance, thought he saw a better 
ortunity with an in-law’s farm imple- 
tnt business in Iowa; so he bought a 
nership and took charge of sales. He 
was a fizzle with the hawk-eyed farmers 
and returned East, a wiser and financially 
strapped man. His Yankee accent, differ- 
ent clothes, and reluctance to “just visit” 
with the farmers before trying to sell 


them made the over-all situation unfav- 
orable for him in Iowa. 

If you can get them to admit it, most 
sales managers will confess that some of 
the star salesmen they have hired away 
from other companies turned out to be 
lemons. If the other firm’s sales methods 
and customers are similar to yours, then 
the other firm’s star may be a star for you. 
But since sales ability exists in many va- 
rieties, perhaps the other firm needs a dif- 
ferent variety than you do. 

Tests for sales ability. Much research 
has been done with psychological tests for 
sales ability, and there has also been much 
hokum in this field. Fairly useful tests 
have been developed for life insurance 
sales aptitude. A great deal of work has 
also been done on tests for retail sales 
people. However, these results have not 
been as generally applicable as for life 
insurance. A person who flunks the tests 
for one store may pass those for another 
store. This reflects the differences in 
requirements from store to store and 
proves that there is no such thing as 
“general all-around sales ability.” Con- 
sequently, each organization has to have 
experts devise and validate tests which 
work for its own particular sales setup. 

Approximately one company in seven 
uses psychological tests to try to select the 
kind of people who can sell. Some of 
these tests are useful; others give a mis- 
leading feeling of confidence that a jok is 
done. Tests should not be trusted unless 
they have been approved for the firm’s 
own conditions by a test expert—and 


* Dr. Laird’s latest book, Sizing Up People, will be published by McGraw-Hill Book Company in August. 
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don’t take the chap’s word that he is an 
expert, but get a verdict on him from the 
head of the department of psychology at 
your state university or from some other 
authoritative agency. 

Can many people sell? Yes—if they get 
into the right sort of selling. 

There are people, of course, who might 
as well try to ride bicycles to the moon as 
to sell. They are the folks who dislike 
people, dislike selling, have poor emotional 
attitudes, or are too submissive. But most 
people can make good in some kind of 
sales work if they have developed their 
sales skills through study, training, and 
then practice. (Notice that practice comes 
last in that listing, being preceded by study 
and training. Too many have bungled 
by thinking practice alone was all that 
was needed.) The wide variety of sales 
jobs makes it possible for all types of 
people to make good, if they are trained 
and if the position is right for them. Be- 
fore the sales manager is convinced that 
the new man cannot sell, he should shift 
him to some other selling job within the 
firm, which may suit him better. Every 
firm has several varieties of jobs, as we 
shall see shortly. 

General qualifications. Practically all 
varieties of sales work are alike in requir- 
ing these general selling qualities: liking 
people; love of selling (sales drive); ag- 
gressiveness with people, but not too 
much; average or better emotional con- 
trol. 

In addition, as in all employment, the 
following general business qualities are 
considered desirable for the sales person: 
steadiness, i.e., staying power; industrious- 
ness, not needing to be pushed; ability to 
get along with fellow workers; loyalty to 
the firm; ambition and self-improvement; 
freedom from impulsiveness; strong mo- 
tives to keep working. 

Most of these selling and business 
qualities needed by the salesmaker are 
usually called personality characteristics 
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—but this does not mean the smoothie. 
Plain Jane can have as much “sales per- 
sonality” as Dazzling Daisy. 

Value of practical experience. Prac- 
tical experience, without guidance by 
training, is the poorest way to learn how 
to sell or to develop sales skills. But 
there is no better way for a salesman to 
learn if he can sell or if he will like sell- 
ing than to try selling. He should not 
jump in feet first, without study or train- 
ing, if he can help it. He should go in 
head first, with his eyes opened by suit- 
able reading and expert coaching. 

Six psychological varieties of sales 
work. Dr. Richard M. Page, after ex- 
tended testing of groups of sales people, 
has found at least six major varieties of 
sales work, each calling for specialized 
abilities and interests to bring succegs. 
These varieties are: (1) enginee 
salesmakers—who sell turbines, sp 
steels, and other equipment, usually 
manufacturers or contractors; (2) s 
makers of intangibles—insurance or § 
curities sales people, or those who sll 
credit ratings or advertising; (3) genefal 
traveling salesmakers—representing a man- 
ufacturer or wholesaler and selling most 
to resellers, of which Mohammed 
one; (4) route salesmakers calling on 
sellers—the men who deliver and sell mea 
dairy products, and soft drinks to sto 
(5) route salesmakers calling on c 
sumers—the familiar milkman and icem; 
who are sometimes sales people and so 
times just deliverymen; (6) retail s 
makers—the familiar “store clerk,” 
may be a salesmaker or just an order také 

These six varieties may in turn | 
broken into sub-varieties. The enginegj 
ing salesmaker who sells air conditioni 
for instance, may be an opener who fin 
prospective customers and arouses their 
first interest. He may be followed, or ac- 
companied, by another man who is a 
closer—he brings the sale to the climax 
and, he hopes, lands the order. These may 
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be followed by a third man, the servicer, 
who checks installation of the equipment 
and sees that the customer understands 
and is satisfied. 

Thus a firm may need several varieties 
of sales people to market a single product. 
It is dangerous to strive for a “company 
type” of sales person. Albert H. Meroney, 
who has done much vocational testing and 
placement in sales fields, cites as an 
example: 

“A storm-window manufacturer may 
need ‘bird dogs,” or first contact men, and 
also closers to handle its door-to-door cam- 
paign. Telephone men for getting addi- 
tional leads. Correspondence sales writers. 
Inside order takers if they also sell over 


the counter. And sales consultants or en- 
gineers to handle jobbing, or building 
contractor sales. 

“Each of these sales tasks is different 
and requires differing amounts of experi- 
ence, judgment, tempermental factors, and, 
in some cases, differing degrees of selling 
drive. The closer needs to be highly dom- 
inant, whereas the inside man must have 
less of it in order not to antagonize the 
would-be buyer.” 

Medicine is not the only field that has 
many varieties of specialists, each with an 
incomprehensible name. The field of sell- 
ing probably has more specialized practi- 
tioners than any other vocation. 


OUR BEST CUSTOMER IS BROKE 


HE CLASS OF PEOPLE that heretofore 
rried the nation’s economy will not be 
ying much from the American business 

n this year. They will be good cus- 
ers of the grocer and fair customers 
the clothing merchant—but once they 
ve bought these essentials they will 
just about be out of the market. In fact, 
th taxes going up, they will probably 
we trouble meeting their month-by- 


he answer is really quite simple. Our 
ole prosperity during and after World 
far II has operated almost exclusively 
the benefit of the farmer and the 


ring man. The middle-class man has 
n by-passed completely, and, in fact, 
actually been hurt. 

recent examination of a group of 
dle-class budgets gathered at random 
icated the following facts: 

1. Many middle-class families—prob- 
ably a large majority—have not come 
anywhere near the doubling of income 
that they would have needed to keep the 
standard of living they had in 1939. 
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2. A good many middle-class families, 
trying to keep up their old standards of 
living, have put their purchases on a 
credit basis and are carrying just about 
all the load they can cf monthly mortgage 
and installment payments. If prices and 
taxes go up this year as much as expected, 
these families can meet their bills only by 
drastically curtailing their “normal” pur- 
chases. 

3. The best-off among the middle class 
today are the people who were well estab- 
lished by 1939. 

4. Among the worst-off are the young 
folk who had to start all over again after 
getting out of the Army in 1945 and 
1946. 

5. Hardest hit of all is the young man 
who steps out of college today into a 
middle-class income job, gets married, and 
tries to establish his own household. 

6. Sending the children to college— 
once the pride of the middle-class family 
—is becoming a tough task for middle- 
class families that have not accumulated 
savings. 
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American business men, by and large, 
have not yet realized what is happening 
to our best customer. For one thing, the 
middle-class man has continued his tradi- 
tion of paying his bills, even when it 
hurts. 

For another thing, as the middle-class 
man has dropped out of the market, his 
place has been taken by the millions of 
people who have been the real benefi- 
ciaries of the boom. The farmers, thanks 
to both the natural high prices of war- 
time and to government price supports, 
have increased their annual cash income 
by a matter of billions—and have been 
among the nation’s biggest purchasers of 
household equipment, machinery, and 
automobiles, not to mention savings bonds 
and other securities. The laboring man, 
thanks partly to the great demand for 
manpower and partly to his union (and 
the help his union got from the govern- 
ment in enforcing its wage demands), 
has had a good increase in real purchas- 
ing power. The average weekly factory 
wage has more than doubled since 1939, 
and seasonal unemployment has prac- 
tically disappeared. 

Another thing that has obscured the 


plight of the middle-class man is the fact 
that the number of customers has been 
growing by leaps and bounds. In the 
past 10 years we have added about 8,500,- 
000 American households, partly because 
of the normal growth of population and 
partly because of an increased avail- 
ability of jobs, which has enabled more 
of our young people to marry and strike 
out on their own. 

The question, of course, is whether the 
American economy can really survive 
without a prosperous middle class. Our 
national policy for a good many years 
has been to channel a greater proportion 
of our wealth to the farmer and the labor- 
ing man, while depending more and more 
on the middle-class man for our taxes. Pre- 
sumably the same policy will be followed 
in the present world crisis. However 
if the middle class is really our backbone, 
as most of us have always assumed, th 
we may soon reach the point where wé 
will have a hard time standing up straight; 
The backbone hasn't been getting bead 
attention lately; it is beginning to ben 
and creak, and one of these days—unless 
we start taking care of it—it may break 
in two. : 


—ERNEST HAVEMANN. Nation’s Business, Vol. 39, No. 2, p. 34:4. 


Optimism Voiced in Mid-Year Survey 


SUBSTANTIAL UNFILLED ORDERS and a growing volume of defense business will 
enable industry to remain in high gear for the balance of the year, according to 
most of the 142 manufacturing companies surveyed recently by the Conference 
Board. Seven out of 10 say they are operating at or near capacity. Generally 
higher inventories are deemed necessary to support this rate of activity. Diminish- 
ing civilian output is expected as accelerating defense orders receive priority and 
material supplies tighten. 

Nine out of 10 of the participating companies are currently devoting some 
portion of output to military orders. With a third of these, defense orders are 
still small, averaging less than § per cent. In half of the companies, government 
business ranges from 5 per cent to 30 per cent of total operations. With the 
remainder it represents in excess of 30 per cent of output, and as high as 90 
per cent in a few instances. 

Orders on hand for 90 per cent of the companies are higher than at this time 
last year—“substantially so in an overwhelming majority” of cases. (Companies 
not enjoying higher backlogs are found in the electrical appliances and supplies, 
industrial machinery [general], apparel, chemical, rubber and textile industries.) 

High-capacity operations and material shortages have made it necessary for two- 
fifths of the companies to cut back civilian production. 
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KEEPING TODAY’S SALES INCOMES UNDER CONTROL 


D urinc wortp war II, one wholesale 
house saw the incomes of its commission 
salesmen jump from $3,000 a year to 
$18,000. A manufacturer of industrial 
equipment, who also paid a straight com- 
mission, saw the salesmen jump from $10,- 
000 a year to $100,000. In a most extreme 
case, a man jumped from $25,000 to 
$250,000. 


These drastic jumps in income did no 
particular harm to the war time profit 
structures of the companies involved. 
They did, however, play havoc with the 
morale of the home office staff, and they 
did create post-war morale problems 
among the salesmen. 


Perhaps such incidents can be avoided 
this time, but there is no widespread as- 
surance of this outcome unless manage- 
ment makes a definite effort to avoid such 
mistakes. Recognition of the lessons in 
past experience offers an advantage that 
sales management did not have at Pearl 
Harbor—the opportunity to profit from 
the experiences of World War II. 


The following list of problems arose 
during the last war and may arise again 
as mobilization accelerates. If they do, 
ithese suggested solutions may help you: 


Problem: Big jumps or slumps in volume 
resulted in inequitable incomes, either too 
uch, or too little, for commission men. 
olution: Try the following formula, 
aried to fit the individual situation: (1) 
ay the salesman a salary equal to 90 per 
ent of his normal income, whether com- 





mission or salary. (2) Pay a commission 
rate equal to 10 per cent of previous com- 
mission rate (or direct sales cost). 

A plan of this sort was generally ac- 
ceptable to the Wage Stabilization Board 
during the last war because, while in some 
cases it gave the men increased incomes, 
it gave the increases in proportion to in- 
creased responsibility, at the same time 
reducing selling costs. 

Problem: Salesmen neglect good cus- 
tomers. Solution: Make incentive portion 
of income dependent on meeting a call 
quota. 

Problem: Salesmen (particularly retail) 
are discourteous to customers. Solution: 
Consider a merit rating system which re- 
wards men for courtesy and other intan- 
gibles of good salesmanship. (Caution: 
Merit rating systems have much to recom- 
mend them. They also create headaches. 
If it is decided to try such a plan, give it 
a dry run for a few weeks before an- 
nouncing it and using it as an element of 
an incentive plan.) 

Problem: The men want to sell their 
entire territorial allotment of merchandise 
in big order, leaving nothing for other 
customers. Solution: Consider placing a 
limit on the amount of commission which 
can be paid on any one order. 

Problem: Salesmen give preferred serv- 
ice in return for personal favors, tips, or 
bribes. Solution: Don’t try to solve this 
with a compensation plan. Careful su- 
pervision of men and orders is the 
answer. 


—BirnNnEY MILLER AND B. K. Morritt. Industrial Marketing, June, 1951, p. 34:3. 





TraDeE SHOw Costs: 


Exhibiting in about 80 shows a year, E. I. Du Pont de 


Nemours & Co., Inc., averaged their costs, arrived at the following budget: space 
(14 per cent); design (8 per cent); exhibit construction (50 per cent); installation 
and dismantling (3 per cent); shipping (5 per cent); exposition services (12 per 
cent); supervision (3 per cent); miscellaneous (5 per cent). 


—Foster Footnotes 
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SUPERVISION OF OUTSIDE SALESMEN 


Pannine for supervision is necessary 
in order that objectives, standards, and 
policies can be formulated for the job of 
supervising salesmen. To investigate su- 
pervisory methods from the standpoint of 
both management and the salesman as well 
as to develop recommendations which can 
be used for the improvement of supervi- 
sory practices, a cross-section of the 16,000 
members of National Sales Executives was 
recently surveyed. The following are the 
preliminary conclusions from this study: 

Five Major Weaknesses in Salesmen. 
The five major weaknesses or shortcomings 
to be overcome through improved super- 
vision are believed by sales executives to 
be as follows: (1) failure to utilize time 


worked properly; (2) failure to plan sales 
effort; (3) failure to put in enough selling 
time; (4) lack of proper selling methods; 
(5) lack of product knowledge. 

Help Given to Salesmen Each Month. 


According to 45.2 per cent of the sales ex- 
ecutives who reported, the amount of 
monthly help given to salesmen from a 
home office or from an area office was six 
hours or less. However, salesmen directed 
from an area office received slightly more 
help than those directed from a home 
office. 

Number of Salesmen Reporting to One 
Supervisor. 72 per cent of the sales ex- 
ecutives found it effective to have not over 
15 salesmen reporting to one supervisor. 
It can be concluded from this that the 
number of salesmen assigned to one indi- 
vidual should be small enough so that each 
man can receive personal attention. 

Use of Sales and Management Con- 
sultants. 13.9 per cent of the companies 
reporting have hired a sales or manage- 
ment consultant to assist them with their 
supervisory programs. Of these, 38.1 per 
cent said it was extremely helpful, 18.2 
per cent fairly helpful—a total of 56.3 
per cent who felt that utilizing the serv- 
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ices of management consultants in setting 
up supervisory programs was of value in 
their operations. 

Methods of Supervision. The survey 
indicated that a larger percentage of the 
companies use personal conferences and 
personal field contact in supervising their 
salesmen than any of the other methods 
tabulated. These figures confirm the idea 
that personal guidance produces a higher 
volume of sales than any less direct 
method. 

Tools Used in Supervising Salesmen. 
Salesmen’s reports were most widely used, 
with 81 per cent of the reporting com 
panies employing this tool. It is signifi 
cant, however, that such a basic aid as a 
job analysis of the functions performed 
by salesmen is used by only 27 per veal 
of the companies and that other such use# 
ful tools as time control analysis, attitude 
surveys, termination interviews, and peri 
odic physical examinations are used in less 
than 11 per cent of the companies. 

Record Control Systems. 43.3 per cent 
of the companies surveyed used some typé 
of record control system. Apparently a 
large number of companies find recor 
control of value in analyzing their saleg 
and salesmen’s performance. 

Standards Used by Sales Executives in 
Evaluating the Performance of Theit 
Salesmen. The standard in evaluating th 
performance of salesmen most frequentl 
indicated was the number of demonstra: 
tions made by a salesman, with 85.5 pet 
cent of the companies surveyed using this 
criterion. A comparison of sales volume 
against sales quota is used as a standard 
by 53.0 per cent of the companies. Sales 
volume against selling expenses is used as 
a measure by 56.3 per cent of all the com- 
panies. 

Morale Factors. The factors sales ex- 
ecutives consider to be most important in 
raising or lowering the moral of their sales- 
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men are listed in order of importance as for advancement; (5) company policies 
follows: (1) recognition and praise; (2) relating to salesmen; (6) continued train- 
better-than-industry pay; (3) type of su- ing; (7) degree of satisfaction with sell- 
pervision or leadership; (4) opportunity ing as a job; (8) steady work. 

—From a summary of a survey detailed in Supervising Outside Salesmen by Chasles 


Lapp. Published by the Bureau of Business Research, The Ohio State University, 
Columbus, Ohio. $4.00. 


No Summer Lull in Planning of Advertising 


A SURVEY made recently among agency media directors, to measure the planning and 
purchasing activities of agencies and their clients shows that the summer months of 
July, August, and September are extremely important for these activities. 

Fifteen or 20 years ago, campaigns were planned and purchases of space and time 
made on a 12-month basis, with high peaks registered in December and January; 
since then it has become general practice to review old plans and make new ones on 
a quarterly basis. 

In campaigns involving localized media (newspapers, spot radio, TV, outdoor, 
etc.), the planning and purchasing is very evenly divided throughout the year, with 
only nine percentage points representing the spread between the low and high 
quarter in both planning and purchasing. 

However, in campaigns involving national media (consumer magazines, farm 
papers, business magazines, network radio, and TV), the third quarter is the second 
most important for planning—choosing the fields to be developed and the media 
to be used—with 23 per cent of these activities taking place during July, August, 
and September as compared with 39 per cent during October, November, and 
December. 

-——Sales Management 6/15/51 


Close-Outs Rising 


IT IS COMMON PRACTICE for a manufacturer to close-out a slow moving product, 
but in recent months the disposal of discontinued lines has increased sharply. So 
reports Chicago's A. N. Brooks Company, a buyer of close-out lots of housewares, 
novelties, and toys. There are two big reasons for the increase, the company adds. 
First, raw material shortages and government restrictions have forced manufacturers 
to drop normally successful lines. Also, the trend to defense work has added to 
the close-out market. 


—Commerce 7/51 


Choosing an Advertising Agency 


ONE METHOD that has been found effective in selecting an advertising agency 
may be summarized briefly as follows: 

Begin by reading several advertisements, especially those of products that have 
been recently launched and that are believed to be doing well, choosing those you 
consider the most effective. In your selection, pay special attention to those 
products whose channels of distribution are similar to your own. Then, having 
listed eight or nine advertisers, find out by writing to them the names of the 
agencies concerned. 

Assume that you have your “short list," which has been checked by experts 
in the field, and are proceeding to interview the agents listed. Assuming also 
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that these agents prove willing to accept your account, what questions should 
you ask and what information should you seek? 

Here is a suggestion. When you meet the agency directors, are shown round the 
“works,” and are introduced to the staff, record your impressions by means of a card 
on which these marks are allocated under these heads: 


Reception: first im 


essions, directors 


Age of agency and average size of accounts 


Organizatio: 
Copy staff 
Art directors and chief designers 


General impression of creative staff 


Market research and information 
Merchandising experience 
Export advertising 

Space buying 

Enthusiasm over your account 


ability .cccccccces 


eeeee eee ee eee eee eee eee eee) 


It is essential to be as methodical as this, or one unconsciously behaves like a 
common jury, paying far too much attention to the man who has the last word. 
Only until total marks are compared should personal preference come into play 


to influence the final decision. 


—Advertiser’s Weekly (London, England) 7/8/51 


Also Recommended « « « 





CYCLICAL POLICY ON THE ADVERTISING APPRO- 
PRIATION. By Joel Dean. The Journal of Mar- 
keting, January, 1951. Most firms face the 
practical problem of adjusting advertising out- 
lays to fluctuations in business conditions. 
Though the measurement work that has been 
done in advertising is still in an experimental 
stage, this article analyzes a number of 
strategic demand factors than can be used as 
“guessing guides” for management. 


SALES CUES FOR PRODUCTS “LOST IN MANU- 
FACTURE.” Sales Management (386 Fourth 
Avenue, New York 16, N. Y.), June 15, 1951. 
This article describes how the Diamond Alkali 
Company, by using a wide variety of informa- 
tive lay and technical literature, maintains sales 
contact with old customers and makes itself 
well known to newcomers. It is pointed out 
that emphasis is being placed on product 
serviceability rather than on product features 
in order to help users maximize productivity 
and minimize costs. 


HOW TO MAKE A BETTER CATALOG COST LESS. 
By Alfred Roffman. Printers’ Ink (205 East 
42nd Street, New York 17, N. Y.), July 20, 
1951. This description of how Standard Motor 
Products has managed to turn out a better 
catalog on a low-cost budget contains many 
helpful hints on successful techniques. In the 
examples cited, the basic rule followed was 
that of reorganizing and condensing the text 
and re-using every possible piece of art work. 
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INDUSTRIAL MARKETING’'S ANNUAL MARKET - 
DATA AND DIRECTORY NUMBER. Industrial” 
Marketing (200 East Illinois Street, Chicago, — 
Ill.), June 25, 1951. This fact-packed issue of 
Industrial Marketing, devoted wholly to refer- 
ence data for the industrial sales executive, 
gives basic information on 85 industrial and 
trade markets and on the business papers serv- 
ing those markets. Lists of national trade 
associations and digests of market analyses by 
publications in each industry are also included. 
A handy reference tool is the complete alpha- 
betical list of all yearbooks, catalog files, and 


other business publications. 


IN THE STUDY OF HUMAN 
MOTIVATION AND THEIR RELATION TO ADVER- 


CASE HISTORIES 


TISING THEMES. By Ernest Dichter. Adver-_ 
tising Age (200 E. Illinois Street, Chicago 11, ~ 
Ill.), June 11, 1951. The author outlines the ~ 
principal conflicts in human motivation and 
the manner in which sales arguments were de- 
veloped to meet them. Questions of human 
motivation are not always subject to statistical — 
computation, but answers to these problems — 
can often be determined by psychological study. — 
Keeping one step ahead of your competitor 
and in step with the constant reorientation of 
the buyer’s mind will involve new kinds of 
research to check sales effectiveness of printed 
advertising, motivation checks of buying trends, 
and a study of scientific publications outside 
the advertising field. 
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THE CONTROLLER’S ROLE IN THE MOBILIZATION ECONOMY 


THE CONTROLLER TODAY plays a highly 
important part in helping to get produc- 
tion rolling. In making financial and ac- 
counting decisions, he comes into contact 
with more phases of the business than any 
other officer. Let’s look at some of his 
responsibilities and relate them to the 
special problems of mobilization that will 
haunt him for an indefinite period in the 
future: 

Organizational Setup. Systematic and 
regularly scheduled conferences to discuss 
long-range policies, plans, and procedures 
may be the first step in determining what 
changes in organization should be planned 
or put into effect. A review of your 
World War II plant organization chart 
will help in such planning. If you have 
relationships with the government, you 
must plan for legal assistance in setting 
up contract or subcontract negotiations 
and in carrying on your relationships with 
government agencies. 

Planning and Doing. In connection with 
capital expenditures that will be made as 
plans are revised, it is important to re- 
member that a manufacturer comes out 
of the wartime economy with only a little 
more cash, but, if he is careful, with better 
tools also. 

Furthermore, it must not be forgotten 
_ that tools, jigs, and dies made for manu- 
facturing a defense product are generally 
much more expensive than similar tools 
used in the manufacture of a commercial 
product, for tolerances allowed by the 
government are much closer than the toler- 
ances acceptable to the public. Estimates 
of profit may be greatly distorted if this 
factor is not properly weighed. 

Most companies will not be completely 
or even substantially converted to work on 
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government contracts. For such companies, 
it is still necessary to forecast future 
operations in terms of probable demands 
by their customers. For firms in a sellers’ 
market, with demand running ahead of a 
supply restricted by defense priorities, 
forecasting continues to play a useful role. 
However, future operations must be fore- 
cast in terms of limits and bottlenecks on 
supply rather than by the volume and in- 
tensity of demand. 

Protection of Plant and Equipment. 
Two emergency duties with regard to 
plant and equipment are created by the 
danger of war. One is plant security and 
the other damage control. The controller 
as a part of top management must see that 
steps are taken to determine any sub- 
versive affiliations or tendencies of em- 
ployees and to expand the maintenance 
crew in order to repair as quickly as pos- 
sible any damage caused during an emer- 
gency. 

Budgeting. Budgeting must go on dur- 
ing the emergency. With material alloca- 
tions an uncertainty, and with the ques- 
tion of whether you will be able to get 
materials always open, you may have to 
make many adjustments. For example, 
you may have to move from a fixed budget 
setup to a variable budget setup. With a 
flexible budget, which is predicated upon 
the variability of costs and hence expendi- 
tures at different levels of operations, you 
can set your expenses at different levels 
of capacity and control them on that basis. 

Production Control. Though the plan- 
ning and purchasing departments are, of 
course, responsible for the flow of new 
materials and finished products, the con- 
troller is strongly urged to examine the 
methods used by both these departments 
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in arriving at their flow figures. It has 
been the experience of controllers that 
where shipments are held up because of 
material shortage, this is generally attribut- 
able to some small component worth only 
a fraction of the material cost. 

Also, until his inspection force becomes 
accustomed to the new, more stringent re- 
quirements, the manufacturer may expect 
increased rejects, and the controller must 
anticipate this cost in his estimates. 

Standard Practice Instructions. You 
must have some formal way of giving your 
people instructions, and since these instruc- 
tions, so far as work on government orders 
is concerned, emanate from Washington, 
a close check must be kept on orders and 
regulations coming from the various emer- 
gency agencies. One way of checking up 


is to watch the published reports of devel- 
opments in Washington and then trans- 
late them into your standard practice 
instructions. 

Within the area of his own responsi- 
bility, such as accounting, taxes, and costs, 


the controller may have to establish en- 
tirely new procedures or make substantial 
changes in existing procedures. 
Procedures may also have to be estab- 
lished to enable the company to obtain 
certificates of necessity from the Federal 
Government and to take advantage of 


—VINCENT C. Ross. 


provisions in the federal regulations per- 
mitting a company to accelerate amortiza- 
tion of defense facilities. 

Pension and Profit-Sharing Plans. The 
current world emergency has given rise 
to several unusual conditions that require 
careful consideration. They are the mili- 
tary employee, the tight labor market, and 
the wage and salary freeze. 

Wage and salary stabilization restric- 
tions point up the value of pension and 
profit-sharing plans. While the current 
situation presents practical obstacles, a 
new development is expected soon. Eric 
Johnston, the Stabilization Administrator, 
has asked the Wage Stabilization Board 
to exempt pension and other welfare plans 
from the wage freeze. It is, therefore, 
highly likely that we will soon be allowed, 
within reasonable limits, to install new, 
plans and improve old ones. 

Renegotiation. From past cite 
with military production, the controlle 
knows that he must anticipate renegotia# 
tion responsibilities. One difficulty tha 
subcontractors and suppliers have encoun# 
tered in recent months has been that of 
positively identifying the orders which 
call for renegotiation and those which d@ 
not. As time goes on, it may be assume 
that the accuracy of certifications will im 
prove with experience. 


The Controller, July, 1951, p. 299:4. 


Watch Salary Schedules 


WATCH THE SALARY SCHEDULES of your top executives. 


The Bureau of Internal 


Revenue may challenge them if there have been marked increases in the past 
year. If you have boosted the stipends for your officials, here’s the evidence you 
should have to support the gains, according to Harry H. Rose, a certified public 
accountant and tax man: 

Show that the amount paid is no more than is paid for like services by like enter- 
prises. 

Show unique or specialized ability of the employee. 

Show difficulty of replacement of the employee. 

Show the growth of your business that requires greater administrative skill. 

—Steel 7/2/51 





AFTER WORLD WAR II, says a Twentieth Century Fund report, there were about 20 
per cent more active business units than before the war. 


July, 1951 











ANALYZING NON-MANUFACTURING COSTS 


FOR MANAGEMENT GUIDANCE 


Seventy COMPANIES were interviewed 
recently by the Research Staff of the 
National Association of Cost Accountants 
to learn what practices they followed in 
the analysis of non-manufacturing costs 
and the reasons for these practices. Be- 
cause the companies were selected with 
care and represented both large and small 
firms, the findings represent a cross-section 
of practice within industrial companies. 
Here are some of the major conclusions 
drawn from the survey: * 


1. Cost accounting has been developed 
most extensively for producing cost figures 
needed in pricing inventories, preparation of 
periodic financial statements, and aiding in the 
control of manufacturing costs. Methods of 
ascertaining manufacturing costs and control- 
ling them have been well developed by most 
companies. However, comparatively few com- 
panies possess equally good information about 
their non-manufacturing costs. 


2. The most widely used method for dis- 
tributing marketing costs to products, terri- 
tories, or other units is to average them over 
the units as a percentage of sales. This prac- 
tice is followed also in distributing administra- 
tion and general accounting costs. This kind 
of costing more often than not obscures the 
very differences which management needs to 
know. 


3. Very little has been done by company 
accountants to develop and introduce new 
presentations of overhead cost breakdown 
which adequately handle the multiple product 
operations of their expanding companies. 


4. In a number of companies, the sales de- 
partment has taken the initiative in asking for 
the information it needs on product and ter- 
 ritory costs. 

5. Most business men realize that some 
products, territories, customers, etc., are more 
profitable than others. They also know that 
an undue proportion of small orders, excessive 
product variety, and too many special services 
may have an adverse effect on profits. They 
are, in general, familiar with the factor of 
* Detailed findings are presented in “Assi ent of 

Non-Manufacturing Costs for Managerial isions,” 


ae Series No. 19, N.A.C.A. Butietin, May, 
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fixed costs in operation and recognize that in 
pricing there can be both advantages and 
dangers in accepting orders which increase vol- 
ume and contribute something to covering fixed 
overhead. Though this general knowledge 
serves as a rough guide to decisions, they need 
better tools for measuring the factors involved. 


6. Through long usage, management is 
familiar with and accustomed to the use of 
over-all company net profit figures as presented 
on profit and loss statements. Consequently, 
it naturally follows the same thinking in deal- 
ing with product lines or segments of the busi- 
ness, and applies the same profit standards in 
terms of net profits after allocation of all over- 
head expenses. However, there is a growing 
realization by management, especially in com- 
panies with multiple product lines and operat- 
ing divisions, that this kind of profit analysis 
may not be giving correct net profit figures by 
product lines. 


7. Management needs more accurate infor- 
mation on: (a) How profitable is each of the 
products, sales territories, customers, and other 
units which comprise the present sales pattern? 
(b) What effect will proposed changes in 
marketing methods have on costs and profits? 

The survey report in which these find- 
ings were presented has aroused consider- 
able discussion, principally involving its 
advocacy of the contribution margin prin- 
ciple in cost analysis and its presentation 
of profit pictures to management. Contri- 
bution margin is the dollar amount of 
gross sales income remaining after pay- 
ment of all direct or variable sales deduc- 
tions, manufacturing, selling, and admini- 
strative costs. It is the percentage of 
sales income available for payment of all 
fixed operating costs and for operating 
profit. 

Contribution margin views individual 
products as related units of the business 
rather than as separate businesses. Under 
full allocation, where all costs, both vari- 
able and fixed, are allocated to products, 
we are, in effect, setting up each product 
as a separate business, which is not a fact 
in actual company operations. By viewing 
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each product as a related unit of the 
whole business, as is done when using 
contribution margin, we show the business 
as it actually exists. 

It seems to me that it is time we stopped 
debating the subject of full allocation vs. 
contribution margin. Management has, 
in effect, made the decision. By itself, 
the old tool of full allocation is inade- 


quate for multi-product companies. The 
tool to replace it is a combination of con- 
tribution margin with full allocation. The 
two are not antagonistic but compatible 
and, when joined, each being used where 
it best serves, will adequately fill manage- 
ment’s needs. The use to be made of cost 
data will determine which approach is 
most applicable in a particular case. 


—From an address by CHARLES H. GLEASON before the 32nd Annual International 
Cost Conference of the National Association of Cost Accountants. 


DEFENSE CONTRACT PITFALLS: A SURVEY 


Tue Best TIME to eliminate renegotia- 
tion headaches is before a defense con- 
tract is signed, according to 100 manu- 
facturing executives recently surveyed by 
the Conference Board. 

Despite a dislike of some contract 
clauses and annoyance with governmental 
auditing procedures, these executives re- 
port little hesitancy in accepting govern- 
ment contracts. Pricing and contract 
clauses have neither prevented nor de- 
layed acceptance of defense contracts by 
seven out of 10 of the companies seek- 
ing them, though pricing methods and 
allowable costs were the reasons most 
frequently given by the twenty-odd com- 
panies who did note difficulties in their 
defense contract negotiations. Many 
companies also reported they have recently 
been unable to give firm bids or to sign 
contracts unless an escalator clause were 
included to cover increased labor and 
materials costs. The “one-way”: price 
redetermination clause was felt to be un- 
fair by several because it “allows only 
downward revisions and makes no provi- 
sions for increased costs in a contract 
which may run for months or years.” 
However, most respondents having recent 
contracting experience feel “contracting 
officials are sympathetic in considering 
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any well-founded objection we brought to 
their attention.” 

The manufacturers felt by a three-to- 
one majority that the Renegotiation At 
of 1951 presented no added difficultiés. 
About a fourth of the executives wo 
offer no opinion because, in the wor€ 
of one, “difficulties will arise from the 
law’s administration, not from the law 
itself.” Those executives finding added 
difficulties in the new law were mast 
concerned over the problem of accurate 
determining what constituted a reneg@ 
tiable sale. Because of the lack of pm 
ority ratings, as during World War 
it will be hard, they say, to determi 
whether a sale not made directly to 
government agency listed in the new 
is subject to renegotiation. The probl 
of allowable costs was also ranked hi 
by executives as being likely to ca 
difficulties under the new act. 

Executives offered a number of recom 
mendations which they thought would 
improve dealings under the new Reneg@ 
tiation Act and would lead to better in- 
dustry-government relations generally. 
The recommendation most often made 
was for “better” government purchasing. 
A number of executives asked for more 
standard contract procedures and for 
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simplification of the “pages and pages” 
of contract forms. A strong recommen: 
dation was that standard commercial 
items be exempted from renegotiation be- 
cause their cost was well known and the 
price had been determined by competition. 
Most executives believed “government 
procurement could be more prompt and 
less expensive if procurement personnel 
were given wider discretion and were not 





that they had some “experience and 
knowledge of the products and industry 
they are working with.” Also favored 
was some form of precontract agreement 
on allowable costs. Other executives 
agreed with this, feeling it offered the 
best way to minimize problems during 
renegotiation proceedings. They still felt 
they should be able to figure their costs 
in their regular manner but, failing that, 


bound by detailed, rigid regulations” and 
if contracting officers could be chosen so 


suggested including all questionable items 
of cost in the definitive contract. 


Sales of Trust Shares at Peak 


YEARS AGO, the Securities & Exchange Commission dubbed the trend toward invest- 
ment trusts “probably the most important single development in the financial history 
of the U.S. during the past 50 years.” Nothing has happened since to change that 
view. In less than a decade, the investment trust trade's resources have shot from 
$925 million to well over $3.5 billion. 

The lion's share of that increase has been scored by the so-called open-end invest- 
ment funds—the group that constantly offers new shares to investors. Since 1941, 
open-end fund assets have gone up more than six times, from around $400 million 
to more than $2.7 billion. Nine years ago there were less than 300,000 shareholders; 
today the figure is estimated at approximately 1 million. 

Investment trust men say they owe their gains to two basic safety factors: (a) 
Their shares give investors—especially the little fellow—a far greater diversification 
of holdings than they could achieve on their own hook. (b) They give investors 
the benefit of the experience and judgment of men who have made the science of 
money management their life work. What's more, the investment fund trade says, 
their system has proved its soundness in many bad market tumbles of recent years. 

Operating results of individual trusts have varied as much as those of individual 
stocks since Korea. Some trusts show capital gains of 17 per cent or 19 per cent 
(after allowing for the loading charge). Others have lost 4.5 per cent to 6 per cent. 
And yields have varied from 2.4 per cent to 6.33 per cent. 


—Business Week 6/30/51 


Look Before You Leap 


SO YOU WANT to buy or build a new plant? Look before you leap, advises the So- 
ciety of Industrial Relations. Water, freight rates, and state taxes are among the 
major factors that should influence plant location, says the society. In locating a 
factory, be sure that there’s not the danger of too much water, as well as too little. 
Study rail, road, and water freight rates for local quirks that might endanger your 
competitive position. Give minute attention to the state’s industrial taxing policies, 
not only to existing rates but to future taxing trends, also. 

—Steel 7/23/51 








WHAT HAPPENS when a company splits its stock? Does the price go up or down? 
After a study of 14 stock splits and subsequent market performance, the New York 
Stock Exchange finds that in only two cases have share prices not advanced. The 
biggest rise was scored by the shares of a drug firm, which gained 200 per cent 
within two years. 

—Commerce 7/51 
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VARIANCE ANALYSIS FOR COST REDUCTION AND CONTROL 


Tue variance analysis program in our 
company is a planned, intensive effort to 
reduce cost through the elimination of un- 
favorable variances from standard. While 
the application of the program has been 
to a standard cost system in a steel manu- 
facturing concern, the basic plan can be 
applied to any type of business, large or 
small. 

The fundamental thought which 
launched the new program at our com- 
pany was based on the philosophy that 
standards in effect were attainable, since 
all standards in use had been either en- 
gineered or based on historical data, thus 
proving that standards had previously 
been met. 

Before proceeding with the functions 
of the new program, it would be well to 
state the reasoning which preceded the 
plans and actual organization for the new 
approach to variance analyses. Shortly 
after the installation of the standard cost 
system, cost controls had been established 
at each works to provide management 
with current information regarding vari- 
ances by causes. These controls were de- 
signed so that the lowest level of super- 
visors were given the factors contributing 
to cost variances currently. These fac- 
tors, together with analyses, were pro- 
gressively summarized for each of the 
higher levels of management. A cost 
analyst was provided at each works to 
screen the most important variance causes 
and to provide management with special 
analyses for use in taking corrective ac- 
tion. This seemed to be the ultimate in 
variance control from an accounting 
standpoint. However, breaking down the 
variances separately between favorable 
and unfavorable disclosed many recurring 
unfavorable amounts on a daily and 
monthly basis in which little, if any, im- 
provement had been made. The necessity 
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for complete analyses and specific recom- 
mendations to correct an unfavorable con- 
dition was apparent. 

This analysis disclosed the following 
principal factors which could be im- 
proved: 

1. Unfavorable variances were not 
given sufficient prominence when offset 
by favorable amounts within a classifica- 
tion of cause, or within a department or 
works summary. 

2. Analyses of recurring variances in 
many cases were not based on a suffici- 
ently long period of time. 

3. Analyses for upper levels of man- 
agement were necessarily general in scope 
and, for this reason, did not provide thig 
level with sufficient detailed knowled 
to influence corrective action by the lo 
er supervisory group. 

4. The amount of detailed informa? 
tion provided on the daily cost controlg 
on some items was found to be insuffici# 
ent. ' 
With these findings in mind, a deci# 
sion was made to improve the analytical 
service by establishing a new program td 
provide for a detailed, long-term analysig 
of operating performance variances a 
to present the findings clearly, concisel 
and with conviction. i 

The organization problem was work 
out by establishing a central analyti 
group at each of the larger manufact 
ing works. This organization includes 
works analytical supervisor to direct 
analytical functions, with a section undef 
his supervision to carry out the varian 
analysis program. The variance analysig 
sections generally include a variance con- 
trol analyst, a variance analyst, and one 
or more product cost analysts. 

Generally, the first step in a depart- 
ment selected for analysis is to compile 
loss and gain variances separately by re- 
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sponsibility, by works cost and expense 
code, and by variance causes for a period 
of approximately a year. This is done 
not only to establish a pattern of fluctua- 
tion but also to provide the key as to 
which items will receive priority for in- 
tensive study. After the selection of an 
item, all elements of cost are broken down 
into the finest detail and studied with re- 
spect to the validity of standards, applica- 
tion of standards, past cost incurrence, 
and the basis for present actual incur- 
rence. 

In many cases, variances are traced 
back for a period of years to determine 
if standards have ever been attained. This 
is particularly true of those items for 

hich standards have been established on 

istorical experience. In the case of en- 
ineered standards which have never been 
et, there is usually a period when the 
riance was very low. When these pe- 





riods of maximum performance have been 
established, the trend is traced to the pres- 
ent-day results to establish reasons for 
unfavorable deviations, which may be 
due to an accumulation of causes. All of 
these comparisons with former results re- 
quire careful consideration of changed 
conditions, revised standards during the 
periods surveyed, and the effect of price 
and wage rate changes on the magnitude 
of variances in different periods. These 
conditions must be reconciled to the cur- 
rent performance to assure a bona fide 
comparison of present and past differ- 
ences. It is interesting to know that all 
the information used in the breakdown 
of conditions and causes has been found 
to have been previously recorded and has 
been available for analysis from various 
production or operating reports. As yet, 
no new recordings of basic data have been 
necessary. 


'—From an address by JOHN PuGsLey before the 32nd Annual International Cost Conference 
of the National Association of Cost Accountants. 


Tax Bonanza 


WHEN is a plant a defense plant? Federal planners admit befuddlement. 

Last year they got permission from Congress to give extra-large tax deductions to 
business men putting up new plants “necessary in the interest of national defense.” 
And so far, they've ladled out deductions in cases involving $7,300 million worth 
of new facilities. 

But while they've given benefits for plants and equipment making tank parts, jet 
planes, and other war weapons, they've also bestowed aid on concerns which produce 
a long list of things that don’t seem particularly warlike—cardboard, lumber, nylon, 
woolen cloth, to name a few. 

How do these “marginal” projects get into the defense act? 

One big reason seems to be the theory on the part of the government's top policy- 
makers that almost any time the armed forces bite into civilian supplies, production 
of those items should be expanded. Then there's the problem of administering the 
program. Consider, for example, the lack of coordination among all the bureaus 
having a finger in the tax deduction pie. Finally, the tax benefits program is char- 
acterized by its extreme “generosity.” When they were asking for the program, the 
planners told Congress it would increase production needed by the armed forces, 
but that the new plants might become idle when the defense program ends. So, they 
argued, the tax benefits, by letting a company get its investment back quickly, were 
needed to reduce this risk. 





—Wall Street Journal 7/5/51 





ACCORDING TO a study made by Notre Dame University, 73 per cent of all income 
on property—all income from stocks, bonds, and rent payments to individuals—goes 
to people making under $100 a week. 
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Capitalism’s Pulse 


FOR AN ESTIMATE of the number of shareholders in American industry, Amos ‘n 
Andy—"“seben millyun, eight millyun, ten millyun”"—is as good a source as any. 


Educated opinion as to the total ranges from 6,000,000 to 15,000,000. 

The big difficulty, of course, is duplication of ownership. One person may hold 
shares of several companies or hold two or more classes of stock in the same com- 
pany. As a result, he may be counted several times in a nationwide tally. 

On the other hand, shares of many stockholders are often registered under one 


name by a bank, broker, or other nominee. 


of the equityholder total. 


This may lead to an underestimation 


Whatever the actual total may be, there is no doubt that it is gradually increas- 
ing and that the rate of increase is accelerating. For 355 companies recently sur- 
veyed, the net percentage increase in number of stockholders was 2.2 per cent for 


the year ending December, 1950. 


In 1949, the net percentage increase for these 


companies was 1.1 per cent, while in 1948, it was only .7 per cent. 


—Forbes 7/1/51 





A 21-YEAR STUDY of government records of all corporations indicates that about 70 
per cent of the income of corporations is spent on replacement and material, sup- 


plies, rental, heat, and the like. 


—Epwin Vennarp in Edison Electric:Bulletin 6/51 
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HOW THE PLANT ENGINEER CAN SAVE TAX 
MONEY. By J. K. Lasser. Factory Management 
and Maintenance (330 W. 42 Street, New 
York 18, N. Y.), March, 1951. This article 
attempts to show how different tax results can 
flow from the same production operation or 
transaction, depending on how it is handled. A 
comprehensive and specific list of tax-saving 
rules is included. 


COSTS AND WAR CONTRACTS. By Pilson W. 
Kelly. Dun’s Review (99 Church Street, New 
York), July, 1951. If you expect to negoti- 
ate for war contracts, you will have to de- 
termine your current production costs with 
speed and accuracy. War contract account- 
ing differs from ordinary factory cost account- 
ing in its mobility. The two keys to war con- 
tract accounting which the author of this article 
discusses are maneuverable system construction 
and enlightened estimating. 


WHAT ARE OUR TAX AND DEBT BURDENS? By 
V. Judson Wyckoff. Dun’s Review (99 
Church Street, New York), July, 1991. 
“Nothing is certain but debt and taxes” might 
well be the 1951 version of the old adage. 
Professor Wyckoff in this article answers such 
questions as: what percentage of the national 
income is collected in taxes; what part price 
inflation has played in the rise of local, state, 
and federal taxes; what legacy of debt will 
accrue to our descendants. Taxes in 1941 
were 15.4 per cent of national income, but 


July, 1951 


by mid-1950 they totaled almost one-f . 
of national income as a result of the t 
rise in expenditures and taxes on the federal 


level. ¥ 


4 
TAXATION AND BUSINESS INCENTIVE: COMPE- 
TITION FROM TAX-EXEMPT BUSINESS. By Harry 
G. Guthmann. The Journal of Finance (9750 
Ellis Avenue, Chicago 37, Ill.), June, 1991. 
This discussion concerns the advantages af- 
forded by tax exemption to cooperative @nd 
government-owned utilities over competing 
business units. The author points out ghat 
because the weight of taxation has becomé so 
heavy, failure to exercise the greatest care not 
to handicap some business organizations at the 
expense of others may prevent the survival of 
units which serve the community with § 
greatest economy of resources. 


THE CONTROLLER'S RESPONSIBILITY — 

By Alfred C. Boni. The Controller (1 

42 Street, New York 17, N. Y.), July, 1991. 
The increase of 125 per cent in the wholesale 
price index since 1939, with the attendant dis- 
tortion in the price structure, has serious com- 
sequences for controllers, which are discussed 
in this article. The author suggests that the 
controller needs an economic analysis of his 
company’s financial and operating records to 
establish realistic standards for a periodic re- 
view of the achievements of the company's 
management and the efficiency of its operations. 
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INFLATION AND INSURANCE: AN UNDERWRITER SPEAKS 


Topay we are faced with a problem that 
threatens the foundations of every busi- 
ness. That problem is inflation. 

The insurance business, because it is a 
dollar business, may be even more affected 
by the ravages of inflation than other in- 
dustries. There is no way that its assets 
or income, by and large, can keep abreast 
of inflationary trends; nor can payments 
to beneficiaries be adjusted to compensate 
for current dollar values. A lowered value 
dollar attacks the very heart of the insur- 
ance business. 

The magnitude of the life insurance in- 
dustry makes this situation a matter of na- 
tional importance. Last year 4'% billions 
in life insurance benefits were paid to poli- 
cyholders and beneficiaries, the largest 
amount in history. The value of those 
dollars, in terms of goods and services, 
however, must have been a disappointment 
to those people. 

The December, 1950, consumer price 
index of 178.8 applied to life insurance 
dollars will show why. The 228 billion 
dollar life insurance coverage at the end 
of 1950, translated into terms of 1949 dol- 
lars, becomes actually only 213.6 billions— 
a reduction of 14.4 billions. In terms of 
1940 dollars, the amount of the drop be- 

omes 100 billions, reducing the 228 bil- 
ion dollar protection to 128 billions. These 

duced figures, though they include the 
ast amount of new insurance written, 
epresent am average coverage today of 
mly $1,542 for each of the 83 million 
U. S. policyholders. Ten years ago, with 
65 million policyholders, the average cov- 
erage was $1,777. 

What has happened to the life insur- 
ance companies? 

At the end of 1940, when there were 
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about 65 million policyholders, life insur- 
ance assets averaged $474 per policyholder. 
At the end of 1950, with about 83 million 
policyholders, company assets, measured in 
1940 year-end dollars, were equivalent to 
only $434 per policyholder—$40 less for 
every policyholder covered. 

There are three things that can be done 
or not done about this situation. 

The first is to do nothing and hope that 
inflation will disappear as it came. This is 
an extremely dangerous course, but one 
that was followed early in World War II 
and again for many months in the present 
crisis. 

The second option is to create pallia- 
tives—government controls on prices and 
wages and, in some cases, production. 
Everything considered, this is probably an 
improvement over the first. But we must 
never deceive ourselves into thinking that 
these measures do anything but bring un- 
der temporary control some of the end- 
results of inflation. 

The third option is to make a serious at- 
tempt to get at the economic roots, or 
some of the roots, of the inflationary 
trends. 

On this score many groups have been 
active. The life insurance industry has 
pressed strongly (1) for a federal tax pro- 
gram that cuts directly into mass purchas- 
ing power and, so far as feasible, puts the 
government on a pay-as-you-go basis; (2) 
for cutting to the bone all non-military 
expenditures and bending every effort to 
insure that military expenditures are made 
efficiently and with a minimum of waste; 
(3) for tightened monetary and credit 
controls; (4) for management of the pub- 
lic debt in such a way as to reduce the 
money supply of the general public—get- 
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ting a substantial part of the debt out of 
the banking system into the hands of sav- 
ers—making new issues attractive enough 
to be placed outside the banking system; 
(5) for a vigorous policy of discouraging 
further rounds in the wage-price spiral, 
calling for the cooperation of both labor 
and management. 

But, basically, none of these steps to 
control inflation will succeed unless the 
fundamental attitude of the people is 
right. We are suffering from a malignant 
social disease of which inflation is one of 
the end-results. 

The first phase of this disease is the 
growing tendency to turn from self-reli- 
ance to dependency upon government. 
The long succession of unbalanced budg- 
ets, apart from war, and the proposals for 
increased spending in the social field tes- 
tify to the virulence of the idea. 


The second phase of the disease is the 
likewise growing tendency to turn to 
group action and through group pressure 
to extract from government and the econ- 
omy more than would otherwise be allo- 
cated or, in most cases, justified. Few 
groups seem willing to apply themselves 
to increasing productivity and to taking 
only their share of the increase. One of 
the grim results is inflation. 

In closing, I must say that I have no 
pat solution for this problem. I do know 
that leadership is called for. Not a Moses 
nor a man on horseback nor his modern 
version, a demagogue on television. It is 
human to look for one man to lead us out 
of the wilderness. But if each man were 
to take on a small part of the job, we 
could do without him. 


—From an address by Carrot M. SHanks (President, Prudential Insurance Company 
of America, Newark, N. J.) before the Economic Club of Detroit. 


Rules for Integration of O.A.S.I. Benefits 


THE RECENTLY ISSUED RULES governing integration of private pension plans with 
the benefits provided by the Social Security Act Amendments of 1950 are of 
particular importance to plans established unilaterally for salaried employees. Plans 
for wage earners established through collective bargaining normally conform to 
the rules for integration as they usually provide either a fixed benefit or one 
which bears a uniform ratio to annual earnings when added to Social Security 
benefits. 

The new rules stipulate that Social Security benefits may be offset against 
retirement benefits from a private pension plan. They continue to prohibit dis- 
crimination in favor of higher-paid employees. 

A program which provides retirement benefits only for employees earning more 
than $3600 annually (the new taxable base for OASI) will ordinarily be considered 
integrated if: 

1. the normal retirement benefit is not in excess of 37142 per cent of compensa- 

tion over $3600; 


2. normal retirement takes place at not less than 65 for men and 60 for women 
after a minimum of 15 years of service; 


3. the plan is non-contributory and provides no death benefit before retirement; 
and 


4. the retirement benefit is a straight life annuity, which cannot be changed so as 
to increase its value to the employee by means of an optional settlement. 


If any of the above conditions are not met, a specified percentage of reduction in 
the pension benefit must be made. 


—For Your Information (Edwin Shields Hewitt and Associates) 6/51 
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THE CASE FOR THE COMPREHENSIVE LIABILITY POLICY 


Tue wnt of a roulette wheel is no 
more a gamble than the practice of buy- 
ing liability insurance on only “obvious” 
exposures and ignoring coverage on the 
less frequent hazards. A business man 
who bets the possible but improbable 
hazard won't befall him forgets that when 
a rare incident does occur, the judgment 
can be just as whoppingly disastrous as a 
judgment awarded for bodily injury or 
property damage caused by a common 
accident. 

Buying insurance piecemeal—a policy 
for this hazard and a policy for that—en- 
courages the insured to gamble on spotty, 
incomplete protection. Protection through 

comprehensive general liability policy 

rovides coverage for virtually all the 
jability exposures in an insured’s business. 

While a comprehensive general liability 
licy encompasses the benefits of most 
the specific hazard contracts (OL&T, 
&C, protective, Elevator, etc.), it actu- 
ly buys more insurance than all the 
dividual policies combined. The single 
licies cover only the hazards specifically 
fined, while the comprehensive general 
bility contract insures all hazards not 
cifically excluded. Coverage is there- 
re much broader than a combination of 
the specific hazard forms. 

The insured who invests in a compre- 

nsive liability policy gets more for his 


money in other ways, too. New opera- 
tions, newly acquired buildings or prem- 
ises, changes of location, and expansions 
that occur during the policy period are 
automatically covered. There is no penalty 
for failure to report changes. 

When written to include automobile 
exposures, even the borderline between 
“loading and unloading” and other busi- 
ness activities is eliminated. Without 
separately defining the various types of 
auto liability insurance, such an insuring 
agreement is amply broad to include 
owned, hired cars, drive-other-car and em- 
ployers’ non-ownership exposures. 


The few exclusions are incorporated for 
two reasons. Certain exposures, such as 
workmen's compensation and aircraft, are 
more properly insured under other con- 
tracts. Other hazards (water craft, prop- 
erty in the insured’s care, custody or con- 
trol, and water damage) are excluded 
because they must be individually under- 
written at varying additional premium 
charges. 

A flexible contract, the comprehensive 
general liability policy can be broadened 
or modified, actually fitted to solve each 
individual’s particular liability problems. 
Product liability and property damage 
coverages are optional, but their inclusion 
is recommended in most cases. 


—Fireman’s Fund (in The Casualty Insuror, July, 1951, p. 20). 


ENDS IN A. & H. COVERAGE: 


ROTECTION AGAINST the financial haz- 

ds of accidents and sickness is recognized 
by the American public as a fundamental 
and integral part of any insurance pro- 
gram. The degree to which this is so is 
readily indicated by the fact that the 
present premium volume of accident and 


gas 


AN UNDERWRITER’S VIEW 


health insurance alone, estimated in ex- 
cess of $1,200,000,000, is 500 per cent 
greater than the premium volume for that 
form of insurance a decade ago. 

An even more significant indication of 
this recognition by the American public 
is the number of persons protected against 
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the financial losses of accident and sick- 
ness. In 1900, according to Faulkner in 
his textbook, Accident and Health Insur- 
ance, 47 companies in the accident in- 
surance field had 463,000 policies in force. 
Today, according to the most recent sur- 
vey conducted by the Health Insurance 
Council, 34 million persons in the United 
States have some form of voluntary pro- 
tection against loss of income resulting 
from accident and sickness, 66 million have 
protection against hospital expenses, 41 
million have protection against surgical 
expenses, and 17 million have protection 
against medical expenses. These figures do 
not include total and permanent disability 
benefits under life insurance policies, work- 
men’s compensation coverage, some 4//2 
million full coverage commercial accident 
insurance policies, 7 million persons with 
group accidental death and dismember- 
ment coverage, and some 6 million travel 
accident policies. These figures also do 
not include special types of coverages on 
automobilists, volunteer firemen, civilian 
defense workers, students, campers, or 
athletes; nor do they include medical pay- 
ments coverage written in conjunction 
with several types of liability policies. 
Furthermore, there have been many im- 
provements in coverages, benefits, and 
methods resulting from studies based upon 
sound insurance principles and experience. 
Accident and health insurance is not a 
static field. In the past few years alone, 
many companies have eliminated the “‘ac- 
cidental means” type of insuring clause, 
clarified the intent of the lifetime in- 
demnity total disability clause, increased 
the amount of blanket medical expense 
coverage, almost entirely deleted the for- 


mer aviation exclusion, improved the 
elective indemnity benefit, extended the 
schedule of surgical benefits, and liber- 
alized the optional lifetime indemnity 
provision. All these efforts have been in 
the public interest and have benefited 
policyholders without increase in premium 
rates. Recent studies have also made it 
possible for many companies to improve 
and modernize their occupational classifica- 
tions manual and to broaden their under- 
writing practices in a manner commensu- 
rate with sound basic principles. 

Last, there is the vital importance of 
performance, the example by deed, which 
the public encounters. This concerns prin- 
cipally the company, the type of policy 
sold, the treatment of claims after loss 
occurs, and alertness to the elimination 
of minor irritants. No form of insurance 
is simple to the public understanding. 
Certainly accident and health insurance 
is no exception with the multitude of 
policies and coverages offered, with such 
problems as malingering and pre-existing 
conditions to be coped with. Hence, both 
companies and agents in this field must 
be ever alert to the continual importance 
of this public attitude and, by their deeds 
and everyday practices, serve to better that 
attitude and to overcome misconceptions 
which might exist in the public mind. 

One obvious example is the oft-heard 
comment that accident and health insur- 
ance “gives it to you in the big print and 
takes it away from you in the small print.” 
Actually, a minimum of 10-point type is 
required by law in most states, and it is 
specifically prohibited that exclusions of 
coverage shall be in smaller type than 
that with which the benefits are stated. 


—J. F. FoL_MAN, Jr. Best's Fire and Casualty News, July, 1951, p. 33:6. 





PARADOX: In Great Britain, economic planning by the government has provided free 
dentures for the populace but almost no meat for them to chew. 


duly, 1951 


—St. Louis Union Trust Company Letter 7/51 











FACTORS IN PRODUCTS LIABILITY INSURANCE 


Dunne THE PAST 20 or 25 years, manu- 
facturers have developed a real concern 
about accidents caused by their products 
and the claims resulting from such acci- 
dents. Insurance companies have re- 
sponded to the manufacturer's gradual 
awareness of his need for protection 
against these claims by providing Products 
Liability coverage. Today this coverage 
is very broad and is available at a reason- 
able price. 

Products Liability coverage is broken 
down into two categories: Completed Op- 
erations coverage for the contractor and 
Products Liability for the manufacturer 
and vendor. 

The following is an example of Com- 
pleted Operations coverage. A few years 
ago in Toledo, Ohio, a home owner had a 
contractor install a new furnace in the 
summertime. When it was turned on in 
the fall, the house caught fire, and there 
was about $3,000 damage. The fire insur- 
ance company paid the loss, but it brought 
suit for recovery against the contractor 
and the manufacturer of the furnace. 
The manufacturer immediately made an 
investigation and, though there had been 
considerable are damage to the furnace 
itself, he was able to prove that the con- 
tractor had connected the furnace incor- 
rectly and, therefore, the entire blame 
was his. Completed Operations Property 
Damage coverage for the contractor pro- 
vided protection for him in this loss. 

Products Liability insurance is probably 
more important to those who are primarily 
manufacturers and retailers. The Products 
Liability policy picks up where the ordin- 
ary Public Liability policy steps. It pro- 
vides protection after the product has been 
sold, after it is away from the premises, 
and after possession of the product has 
been relinquished. 


—From an address by Owen G. 


Because some manufacturers desired to 
have their Products Liability coverage in- 
clude coverage for their vendors, the in- 
surance companies devised a Vendors Li- 
ability Endorsement that can be added to 
the manufacturer's policy for an additional 
charge of 15 per cent. This coverage does 
not apply if the vendor has changed the 
product, repackaged it, or if he makes a 
warranty of the product in excess of the 
warranty provided by the manufacturer. 
However, for the majority of cases, this 
provides the protection desired. Neverthe- 
less, it is best for a store to buy its own 
Products Liability insurance; in this way 
it does not have to depend on someone 
else’s insurance to protect it. 

Insofar as bodily injury is concerned, 
there is a very important limitation on li- 
ability with respect to the limit per acci- 
dent. The sentence in a policy regarding 
this reads as follows: “All such damages 
arising out of one prepared or acquired 
lot of goods or products should be con- 
sidered as arising out of one accident.” 
Because of the size of judgments that are 
being rendered these days, it is very im- 
portant to carry high limits of liability. 
The cost for high limits is not great. 

One of the most common misunder- 
standings about Products Property Dam- 
age coverage is the feeling on the part of 
many manufacturers that this protection 
is a product guaranty. Actually it is not 
a product guaranty and was never in- 
tended to be one. 

One important feature of the policy is 
that it covers accidents with respect to 
past production. For instance, if you have 
not carried the coverage before and if you 
should buy it now, it would cover any ac- 
cidents that occur during the policy pe- 
riod regardless of when the product was 
sold. 


ANDERSON before the Mid-West 


Insurance Buyers Association. 


The Management Review 





A & H Results for 1950 


ACCIDENT AND HEALTH LINES, the fastest growing segment of the insurance industry, 
last year accounted for $1,316,674,502 in net premiums written, an increase of 14.1 
per cent over the 1949 total of $1,145;162,370, or a dollar increase of more than 
$171 million. 

Greatest growth was shown in group accident and health which accounted for 
more than $162 million of the increase in 1950 over 1949. Group premiums went 
from $480,077,865 in 1949 to $642,448,330 in 1950, a gain of nearly 36 per cent. 

Probably the biggest factor in producing this tremendous new volume of group 
business was the increasing industrial activity taking place in the country as a result 
of the Korean conflict. With unemployment falling to rock-bottom lows in the last 
six months of last year, thousands of workers were absorbed by industry, thereby 
swelling the number of people covered under group accident and health figures. 

Another important factor that entered the group accident and health picture for 
the last six months of 1950 was the Disability Benefits Law of New York that be- 
came effective July 1, 1950. Before the enactment of that law, New York State 


ranked first in direct premium writing in accident and health lines. 
—The Spectator 7/51 


Trends in State Disability Insurance 


THIRTY-FOUR BILLS to establish cash sickness or disability compensation programs 
have been introduced this year in 14 of the state legislatures and in Alaska. The 
most common pattern (followed in 15 bills) calls for state monopoly, as in Rhode 
Island. Optional carrier provisions, as in New Jersey and California, are called for 
in 10 bills. Only nine bills imitate the New York all-private system. 

An increasing trend is noted toward coverage under private plans in both Cali- 


fornia and New Jersey. Estimates of the number of workers covered under the 
state plan in California show a decrease of almost 28 per cent, dropping from al- 
most two million in 1947 to 1.4 million in 1949. Meanwhile, coverage under the 
voluntary plan increased from 554,500 to 1,093,100. In New Jersey, the number 
of workers covered by private plans has increased each quarter until, at the close 
of 1950, approximately 70 per cent of the employed covered workers were under 
private plans in lieu of the state plan. 


—The Research Council for Economic Security (Chicago 4, III.) 


Increase in Insurance Costs Predicted 


THE AMERICAN PUBLIC is going to pay more for automobile and workmen's com- 
pensation insurance because of the current inflationary period, H. G. Kemper, presi- 
dent of Lumbermen’s Mutual Casualty and American Motorists Insurance, predicted 
recently in an address before an annual meeting of midwest agents of the two in- 
surance companies. 

Rising claim costs and a higher accident frequency make rate increases inevitable, 
according to Mr. Kemper. “In the automobile insurance field, claim costs are forced 
upward by current inflation which has boosted sharply the costs of medical care, 
repairs of damaged cars, and reimbursement for time lost from jobs. In addition, 
there has been a sharp increase in the frequency of automobile accidents.” 

As examples, it was pointed out that highway fatalities for the first part of the 
current year are 20 per cent higher than in the corresponding period two years ago. 
Also, automobile property damage accidents reported to New York State involved 
an estimated property loss 33 per cent higher in 1950 than in 1949. 


—The Weekly Underwriter 6/2/51 
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New Disability Pensions Provide for Deductions 


A NUMBER of new pension plans call for total and permanent disability benefits, 
usually from age 55 to 65. Disability benefits average $50 a month. From that 
amount, any benefits payable under workmen's compensation and benefits which may 
be paid in the future under the Social Security Act are usually deducted. The pro- 
visions for deductions vary. Two examples follow: 

Square D Company's contract with Electrical, Radio & Machine Workers provides 
that its $50 a month disability pension will be “less a disability or other pension 
to which he is or would be entitled under any social security law, or under any 
disability insurance paid for in whole or in part by the company, or any disability 
income provided by federal statute.” 

The Associated Spring Corp. plan under Steel Workers-CIO and Auto Workers- 
CIO contracts is more inclusive: 

“This $50-a-month disability pension will be decreased by the amount of any dis- 
ability income you may be entitled to receive from federal social security, work- 
men's compensation, accident, and health insurance provided by the corporation's 
contributions or any disability income provided by the corporation's contributions 
under future laws. Any governmental payments on the basis of ‘need’ or because 





of military service are in addition to the $50 disability pension.” 


—Employee Benefit Plan Review 2/51 


Also Recommended « « « 





EFFECTS OF SICKNESS DISABILITY LEGISLATION 
ON EMPLOYEE RELATIONS. By Richard E. 
Chislett II. Archives of Industrial Hygiene 
and Occupational Medicine, December, 1950 
(American Medical Association, 535 North 
Dearborn Street, Chicago 10, Ill.). Any dis- 
ability benefits law is going to impinge to some 
extent on the field of employee relations, but 
state interference can be held to a minimum 
if the law is flexible, if it recognizes social 
purposes broader than the mere payment of 
money to a disabled person, and if it assumes 
that in certain circumstances an employer and 
his employees can work out a better plan by 
themselves. The author feels that the New 
York law is a bold effort in the right direc- 
tion. 


WORKMEN'S COMPENSATION AND ATOMIC 
WARFARE. By Harold Scott Baile. The 
Weekly Underwriter (116 John Street, New 
York, 38, N. Y.), July 21, 1951. This article 
attacks the fear entertained in some quarters 
that the courts may interpret current work- 
men’s compensation laws in ways that will 
result in liability on insurance carriers for in- 
juries and death arising from atomic explosion. 
Pointing out that this end result would be 
contrary to the basic social intent of this type 
of legislation, the author reviews the confusing 
state of decisional law with respect to the 
phrase “arising out of employment,” and out- 
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lines three alternatives for relieving the industry 
from the threat of liquidation of its reserve of 
nearly $650,000,000. A federal declaration 
along with amendments to the present state 
statutes is recommended. 


AUTO LIABILITY RATES TAKE UPHILL ROAD. 
Business Week (330 West 42nd Street, New 
York 18, N. Y.), July 7, 1951. The uptrend 
in auto insurance premiums, as illustrated by 
rate rises which have been approved in 26 
states, is a result of increasing claims and costs, 
and comes just at the time when underwriters 
thought they had at last turned the corner on 
the postwar rise. Though insurance men can 
give no definite explanation of the increased 
number of accidents in 1950, the article points 
out that highways are not being improved fast 
enough and that the new cars tend to empha- 
size speed and power rather than safety. 


LET'S CUT CRIME LOSSES! By Walter L. Flynn. 
The Casualty & Surety Journal (60 John Street, 
New York 38, N. Y.), July, 1951. In this 
discussion of the financial and property losses 
to business and industry as a result of crime, 
the author points out vulnerable spots and sug- 
gests safeguards which will help to protect 
them. The practice of requesting an outside 
C.P.A. or accounting firm to review internal 
accounting control at least annually is recom- 
mended. 
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Survey of Books for Executives 








THE ART OF ADMINISTRATION. By Ord- 
way Tead. McGraw-Hill Book Com- 
pany, Inc., New York, 1951. 223 
pages. $3.75. 


Reviewed by Harry A. Bullis* 


In his preface to The Art of Administration, 
Dr. Tead frankly states that the purpose of his 
book is to improve understanding of the ad- 
ministrative function and to suggest how it can 
be made more effective. He considers adminis- 
trative practice a fine art. The medium of ex- 
pression that the administrator uses is not 
color, form, or sound; rather it is the happiness 
and well-being of the people whose lives come 
under his influence during their working hours. 

Dr. Tead points out that a leader should 
always bear in mind that every man is a whole 
man—a producer, a consumer, a citizen, and a 
free person with family ties and personal aspira- 
tions. The aims of the organization need to be 
thoroughly understood and accepted by leaders 
and workers alike if there is to be unity of 
purpose. Inspiration comes from the heart as 
well as the mind, and the author deplores per- 
functory indoctrination which has little appeal 
to emotions, intellect, or imagination. He sug- 
gests that workers as well as leaders should 
know that industry has other objectives fully 
as important as profits, though profits are 
needed for the realization of these other ob- 
jectives. Profits are both a commonly accepted 
measure of success and “an index of survival 
possibilities.” 

The author draws upon his wide experience 
to paint a background of human nature as we 
find it in our democratic society. He empha- 
sizes the fact that people want to count for 
something, they want to belong, they have 
pride in themselves and in their work. The 
task of the administrator is to reconcile the 
thoughts, feelings, questions, and even resent- 
ments of people from every walk of life with 
their working environments, and this task is 
complicated by the lack of agreement as to how 
our social, political, and economic freedoms are 
to be preserved. 
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Having placed the administrator in his back- 
ground, Dr. Tead proceeds to analyze adminis- 
tration and administrative processes. He points 
out that the primary functions of production, 
selling, finance, accounting, personnel, and co- 
ordination are each part of the administrative 
picture and that none may be overlooked, 
though some need new emphasis in keeping 
with a progressive society. 

He stresses the importance of the personnel 
function as related to organization growth; 
however, he believes that this relationship is 
not always clearly understood. It is not suffi- 
cient to employ a personnel administrator to 
handle programs intended for the good of 
employees; generosity alone does not solve 
basic problems. Programs for education and 
training, health, safety, security, and other 
labor relations need to be coupled with team 
play and real partnership. 

The author believes in a collective approach 
to greater productivity, though in his opinion 
collective cooperation requires assurance of a 
reasonable degree of security, either in days 
of work or income. He suggests the desir- 
ability of devising some method of sharing 
gains that would be acceptable to the workers, 
but he does not offer any particular plan. 

While Dr. Tead believes that “the will to 
power is wholesome,” he warns of the dangers 
of the ruthless exercise of power over others. 
He agrees with Francis Bacon that: “The one 
who has power thinks he can command the 
end. Yet rarely has he the patience to endure 
the means.” Every administrator should re- 
member that authority is not an attribute of the 
person but that it belongs to the job. 

An administrator should have a well-rounded 
personality. He must appreciate the import- 
ance of sound human relations, not only in 
his organization but in the community. In 
addition, he should have the ability to inter- 
pret generalized findings in terms which are 
clear and understandable, and he should be 
primarily interested in operating for the long 
pull rather than for quick results. He has to 
be both student and educator. He has to be 
on the lookout for young men who reveal 
executive aptitudes and provide opportunities 
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to test their talents while they are still young. 
He should continually be on the hunt for new 
ideas both within his organization and. out- 
side. It is still true that the spirit of any 
organization reflects its leadership—that it is 
the lengthened shadow of its leading execu- 
tive. The implication of responsibility is 
evident. 

Dr. Tead’s book is scholarly and his phil- 
osophy seems sound, though some of it may 
be a bit too advanced for immediate accept- 
ance. It would be more likely to be under- 
stood and accepted if his style were less pro- 
fessorial. The long and involved sentences 
and the complexity of expression may dis- 
courage many readers who would be inter- 
ested in the ideas. However, while the book 
is not light reading, it is thought-provoking 
and well worth study by anyone who now is, 
or aspires tc be, an administrator. 


ProFitT SHARING FoR WAGE EARNERS 
AND ExecuTives. By B. M. Stewart 
and W. J. Couper. Industrial Rela- 
tions Counselors, Inc., RKO Building, 
Rockefeller Center, 


New York 20, 

N. Y., 1951. 124 pages. $2.00. 

This monograph reproduces part of a study 
published in 1945 under the title of Profit 
Sharing and Stock Ownership for Wage 
Earners and Executives, now out of print, and 
brings up to date the findings of the profit- 
sharing section. 

The study includes a review of experience 
under 126 profit-sharing plans, those still in 
operation out of the 209 that were active in 
1945; a summary of legal developments; and 
a reappraisal of the movement in the light of 
present trends. 

The study also submits for consideration 
a plan that combines profit sharing and em- 
ployee savings. This plan is designed to pro- 
vide benefits supplemental to those of the basic 
profit-sharing program or, when an employer 
is unable to adopt such a program, to afford 
unemployment, disability, and retirement bene- 
fits as the fortunes of the business permit. 
Another objective is to provide some offset 
to shrinkage of the benefit dollar in periods 
of inflation. The proposal may be of interest 
to managements considering resort to profit 
sharing or revision of present plans. 
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THE Way To Security. By Henry C. 
Link. Doubleday & Company, Inc., 
New York, 1951. 224 pages. $2.50. 

Reviewed by L. N. Laseau* 


While Dr. Henry Link’s latest book, The 
Way to Security, has been written for every 
thinking person, it can be especially helpful 
to any member of management who has time 
to squeeze it into his reading schedule. It 
will take a minimum of time because it is such 
easy and enjoyable reading. 

It treats many of the most controversial sub- 
jects that are constantly bothering manage- 


- ment in such a clear and logical way that the 


reader begins to feel as though his feet had 
once more touched solid ground. In addition, 
Dr. Link gives some simple answers to several 
of the modern sophistries that are continually 
disturbing management. 

The first contribution the book makes is a 
straightforward and intelligent definition of 
“Security,” particularly in relation to the 
present-day concern with the term. The open- 
ing sentence of his first chapter gives some 
idea of just how pertinent Dr. Link has made 
his definition: “If several millions of Amer- 
ican citizens should die as the result of atomic 
bombs, the characteristic inscription on their 
tombstones might well begin: 


Here Lies 
John J. Smith 
Social Security No. 172-563-218.” 


Later, in that same chapter, he has this to say: 
“Probably the chief weakness in our current 
thinking about security is its emphasis on 
social security and its neglect of personal 
security. It is the emphasis on security from 
without rather than security from within.” 
Across the page, he adds this bit of common 
sense: “We do insist that financial security 
depends on spiritual security and not vice 
versa.” He then goes on to show that it is 
impossible to provide real security by legisla- 
tion. The very attempts that are being made 
to do this are depriving the individual of the 
only genuine basis of security, self-reliance. 
In Chapter 5, “Adventure for Security,” 
he lays to rest the popular idea that modern 
industry necessarily makes the individual de- 
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pendent upon it, proving that this need not 
be the case. Whether in industry or elsewhere, 
the most important thing for anyone is his 
individual growth. This is a personal accom- 
plishment and cannot be achieved for a person 
by anyone else. This thought is well put in 
one sentence: “The greatest adventure in life 
is making something of oneself.” 

Another significant contribution to the cor- 
rection of some of our modern lazy thinking 
occurs in Chapter 13 where Dr. Link treats 
the spiritual significance of profits in this very 
pointed sentence: “The profit system, as de- 
veloped in America, is a mathematical device 
for measuring the efficiency of the steward- 
ship of a business.” This statement packs a 
lot of meaning when the word “stewardship” 
is understood as the author intends. He uses 
it in the same way that the Bible does in the 
story of the master who praised and rewarded 
his stewards insofar as they used the talents 
he gave them to produce additional talents. 

Later, in that same chapter, he nails an- 
other popular misconception—that poverty is 
the cause of communism. He points out that 
if this were true the many leaders of business 
who grew up in impoverished families would 
now be communists. 

A very practical chapter for management is 
called, “Fear Can Be Your Friend.” This 
chapter deals effectively with one of the 
shallowest of modern political catch phrases, 
“Freedom from Fear,” the idea that fear should 
be removed from our modern life. Dr. Link 
shows very realistically that if fear could be 
removed, one of the greatest safeguards to 
our well-being would be denied us. In his 
words: “Beginning with childhood, such fears 
as the one of playing with matches, of cross- 
ing the street, and of getting into deep water 
help to keep us alive and happy. When we 
have learned to cope with these fears, others 
arise to challenge us—the fear of not passing 
in school, of not getting a job, of not being 
able to hold a job, of not getting a good wife 
or husband.” Most of the real successes in 
America have been accomplished in the face 
of many, many chances to fail. The ever 
present fear of failure undoubtedly made some 
contribution to these successes. 

In brief—the first chapter defines security; 
the next four treat its origin, growth, and 
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development in a normal person; next come 
four chapters dealing with fear and how to 
understand and use this psychological tool to 
individual advantage and, particularly, how to 
master the art of relaxation; then two chap- 
ters deal with the contribution education can 
make to security and the “Mature Character”; 
the final four chapters cover the difficulties of 
feeling secure in the face of war, encroaching 
communism, and national economic upheaval, 
strongly pointing out that real security exists 
only in a faith in God. 


MONOPOLY AND FREE ENTERPRISE. By 
George W. Stocking and Myron W. 
Watkins. Twentieth Century Fund, 
New York, 1951. 611 pages. $4.00. 

Reviewed by Neil H. Jacoby* 


This is the third and final monograph to 
emerge from a massive survey of international 
cartels and domestic monopoly undertaken 
eight years ago under the auspices of the 
Twentieth Century Fund. Because it deals 
with subjects of high current interest and 
produces recommendations more controversial 
than those advanced for dealing with inter- 
national cartels, it will undoubtedly command 
a much wider readership than its companion 
volumes. The work contains a sound liberal 
(Manchester style) philosophy, good historical 
perspective, and pungent writing. The authors 
deserve credit for hewing to a consistent 
course and insisting upon competitive regula- 
tion of economic affairs, instead of regulation 
by government or industrial “self-government.” 

The authors believe that most changes that 
have occurred in American business organiza- 
tion and practice during the past two genera- 
tions have been in the direction of increasing 
the size of the business unit, concentrating 
powers of control of markets in the hands of 
fewer firms, and substituting “cooperation” for 
competition between firms. They estimate that 
a substantial part of American trade has be- 
come “cartelized,” that is, subject to restric- 
tive controls of price and output by govern- 
ment or by producer groups. Hence, they 
envisage a dim future for the American econ- 
omy unless positive steps are taken to arrest 
the spread of monopolistic practices and to 
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restore real competition. Their most far-reach- 
ing recommendation is to use the antitrust 
laws to break up giant firms in every industry, 
so that the number of independent producers, 
industry by industry, is as large as is con- 
sistent with the economies of scale. 

One may agree with the authors’ concern 
for the maintenance of vigorous competition 
and with many specific recommendations they 
make. However, their reasoning is based upon 
a number of serious misconceptions and does 
not prove the need for a program of corporate 
disintegration. They do not grasp the true 


nature of the competitive process in the con- 
temporary economy, which is carried on in 
many other areas as well as in pricing. They 
grossly exaggerate the extent of monopolistic 
behavior and the amount of power typically 
possessed by the large firm over its market. 





They err in asserting that collusion rather 
than competition is the “natural” tendency of 
the American business manager. They over- 
state the role of mergers in the total growth 
of large firms and misconceive the effects of 
mergers on the vigor of competition.** 
Business men should read this book, for it 
will reveal to them the theory underlying much 
of the criticism of business practices by aca- 
demic economists and by Federal regulatory 
agencies, including the Antitrust Division. It 
is important that more business men and 
economists learn to speak each other's lan- 
guage, for this will promote the formulation 
of a more adequate theory of competition, as 
well as more competitive behavior in business. 


** These criticisms are elucidated more fully in this 
reviewer’s forthcoming review article in the Journal 
of Political Economy. 





Publications Received 





(Please order directly from publishers) 








INDEX OF MILITARY PURCHASING OFFICES: A 
Guide to Industry in Selling to the Military 
Departments. Munitions Board, Washington, 
D. C., 1951. Available from Superintendent 
of Documents, Government Printing Office, 
Washington 25, D. C. 16 pages. 15 cents. 
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WORLD RESOURCES AND INDUSTRIES: A Func- 
tional Appraisal of the Availability of Agri- 
cultural and Industrial Materials. By Erich 
W. Zimmermann. Harper and Brothers, 
New York, 1951. Revised edition. 832 
pages. $7.50. 
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THE OUTLOOK FOR CONSUMERS: An Appraisal, 
as of May 1951, of the Expected Supply of 
Consumer Goods During the Coming Twelve 
Months. Prepared by Research Department, 
National Association of Manufacturers, 14 
West 49th Street, New York, N. Y., 1991. 
19 pages. Gratis. 


WHAT HAPPENS DURING BUSINESS CYCLES: A 
Progress Report. Studies in Business Cycles 
No. 5. By Wesley C. Mitchell. National 
Bureau of Economic Research, Inc., 1819 
Broadway, New York 23, N. Y., 1951. 390 
pages. $5.00. 


PRACTICAL RULES FOR GRAPHIC PRESENTATION 
OF BUSINESS STATISTICS. By L. Edwin Smart 
and Sam Arnold. The Bureau of Business 
Research, College of Commerce and Ad- 
ministration, Ohio State University, Colum- 
bus, 1951. Second edition, enlarged. 137 
pages. $2.50. 


PRINCIPLES OF ACCOUNTING: Intermediate. By 
H. A. Finney and Herbert E. Miller. Pren- 
tice-Hall, Inc., New York, 1951. Fourth 
revised edition. 975 pages. $7.65. 
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